




[image: image]


Jack P. Friedman is an author and consultant in Dallas, Texas.


© Copyright 2012 by Barron’s Educational Series, Inc.

© Copyright 2007, 2000, 1994, and 1987 by Barron’s Educational Series, Inc., under the title of Dictionary of Business Terms.

All rights reserved.

No part of this book may be reproduced or distributed in any form or by any means without the written permission of the copyright owner.

Barron’s books are available at special quantity discounts to use as premiums and sales promotions, or for use in corporate training programs. For more information, please write to the Special Sales Manager, Barron’s Educational Series, Inc. at the mailing address indicated below.

All inquiries should be addressed to:

Barron’s Educational Series, Inc.

250 Wireless Boulevard

Hauppauge, NY 11788

www.barronseduc.com

Library of Congress Catalog Card No. 2011032007

ISBN: 978-1-4380-8338-4

Library of Congress Cataloging-in-Publication Data
Friedman, Jack P.

Dictionary of business and economics terms/Jack Friedman. — 5th ed.

p. cm.

Rev. ed. of: Dictionary of business terms. 4th ed. c2007.

ISBN: 978-0-7641-4757-9

1. Business—Dictionaries. 2. Finance—Dictionaries. I. Friedman, Jack P. Dictionary of business terms. II. Title.

HF1001.F78 2012

330.03–dc23

2011032007         


PREFACE AND ACKNOWLEDGMENTS

Whether you are majoring in business at a college or graduate school, starting a fresh career in business, venturing into a new enterprise, or just reading a newspaper or writing a business letter, you will find this book to be a valuable reference.

In class, at a meeting, or at home you may read or hear a business term that is unfamiliar to you. Sometimes considerable discussion will revolve around that term, and not understanding it will pose an obstacle to participating in the entire conversation. Indeed, you may feel uneasy or ignorant if there is just one term you don’t recognize. At that point this book will be indispensable. Keeping a copy of this handy paperback by your side will provide a useful reference and prevent embarrassing moments in a classroom, conference, meeting with a supervisor, or discussion with an investment advisor or financial planner. Whether the term relates to accounting or economics, management or marketing, business law or business statistics, advertising, transportation, finance, insurance, or real estate, you will probably find it here. A concise definition is provided for more than 8,000 terms, and a further explanation of the term or its use is shown to clarify the definition or use of the term.

Terms defined here are short enough to be read in a few seconds, but complete enough for the reader to fully grasp meanings and usage. Entries have been listed in strict alphabetical order, as if the entry were one uninterrupted word. Terms that help define particular entries that appear elsewhere in this dictionary are shown in SMALL CAPITALS. Terms that are similar to the one being defined are in italics. The book is designed to make a user feel comfortable with the style right from the start. Its size and design features are intended to maximize use and convenience.
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I am also indebted to a number of people for their suggestions and their evaluations of various sections of the word list and the manuscript. They include John Downes, Stephen Hartman, Austin Lynas, Robert Ambrio, Milton Amsel, Harold Baldauf, Donald Homolka, Robert Frick, and Mark Rush.

Suzanne Barnhill, friend and advisor, improved the manuscript in numerous ways. The editorial staff of Barron’s Educational Series was essential in producing this book. David Rodman earned special recognition. Their efficiency and professional ethics in publishing were vital to the successful fruition of this project.

To my wife Anita and to Eric and Renee: I thank them for their love and encouragement.

Jack P. Friedman      

General Editor          


HOW TO USE THIS BOOK EFFECTIVELY

Alphabetization: All entries are alphabetized by letter rather than by word so that multiple-word terms are treated as single words. For example, OPENING precedes OPEN INTEREST and DIRECTOR follows DIRECT MATERIAL. In some cases, abbreviations or acronyms appear as entries in the main text, usually as a cross-reference to the complete term, in addition to appearing in the Abbreviations and Acronyms section of the Appendix.

Where a term has several meanings, alphabetical sequence is used for subheads, except in special instances where clarity dictates a different order. In some entries, the various meanings of the term are presented with simple numerical headings.

Abbreviations and Acronyms:  A separate list of abbreviations and acronyms follows the Dictionary. It contains shortened versions of terms defined in the book, plus some related business terms.

Cross-References: In order to gain a fuller understanding of a term, it will sometimes help to refer to the definition of another term. In these cases the additional term is printed in SMALL CAPITALS. Such crossreferences appear in the body of the definition or at the end of the entry (or subentry). Cross-references at the end of an entry (or subentry) may refer to related or contrasting concepts rather than give more information about the concept under discussion. As a rule, a term is printed in small capitals only the first time it appears in an entry. Where an entry is fully defined at another entry, a reference rather than a definition is provided; for example, PUBLIC CARRIER see COMMON CARRIER.

Italics:  Italic type is generally used to indicate the term itself, when used in an example within the definition, or another term that has a meaning identical or very closely related to that of the entry. Occasionally, italic type is also used to highlight the fact that a word used is a business term and not just a descriptive phrase. Italics are also used for the titles of publications.
 
Parentheses: Parentheses are used in entry titles for three reasons. The first is to indicate that an entry’s opposite is such an integral part of the concept that only one discussion is necessary; for example, CAPITAL GAIN (LOSS). The second and more common reason is to indicate that an abbreviation is used with about the same frequency as the term itself; for example, DOING BUSINESS AS (DBA). Finally, information enclosed in parentheses may add to the understanding of the term: BORROWING POWER (OF SECURITIES).

Examples, Illustrations, and Tables: The examples in this Dictionary are designed to help readers gain understanding and to help them relate abstract concepts to the real world of business.

Organizations and Associations: Those that play an active role in the field are included in the Dictionary, along with a brief statement of their mission. They are also listed by initials in Abbreviations and Acronyms.


A

ABANDONMENT voluntary, intentional surrender of property, or of a right to property, without naming a successor as owner or tenant. The property will generally revert to one holding a prior interest or, in cases where no owner is apparent, to the state. Abandonment does not relieve a person from obligations associated with lease or ownership unless the abandonment is accepted by the entity to which the obligation is owed.

ABATEMENT

In general: lessening or reduction.

Law: either a termination or a temporary suspension of a lawsuit. An abatement of taxes is a tax rebate or decrease.

ABC METHOD inventory management method that categorizes items in terms of importance. Thus, more emphasis is placed on higher dollar value items (“A”s) than on lesser dollar value items (“B”s), while the least important items (“C”s) receive the least time and attention. Inventory should be analyzed frequently when using the ABC method.

ABILITY TO PAY

Finance: borrower’s ability to meet principal and interest payments on long-term obligations.

Industrial relations: ability of an employer, especially a financial organization, to meet a union’s financial demands from operating income.

Municipal bonds: issuer’s present and future ability to generate enough tax revenue to meet its contractual obligations.

Public policy: charging fees or pricing based on the user’s income level.

Taxation: concept that tax rates should vary with levels of wealth or income; for example, the income tax is progressive.

ABOVE PAR see PAR VALUE.

ABOVE THE LINE in general, amounts on a tax return that are deductible from gross income before arriving at ADJUSTED GROSS INCOME (AGI), such as IRA contributions, half of the self-employment tax, self-employed health insurance deduction, Keogh retirement plan and self-employed SEP deduction, penalty on early withdrawal of savings, and alimony paid. The term is derived from a solid bold line on Form 1040 and 1040A above the line for adjusted gross income. A taxpayer can take deductions above the line and still claim the standard deduction.

ABROGATE to annul, repeal, or abolish. This action makes a former contract, rule, order, law, or treaty void or inoperative.

ABSENCE RATE, ABSENTEEISM frequency of employees failing to report to work when they are scheduled to do so. An absence rate above 5 percent is considered high.

ABSENTEE OWNER owner who does not personally manage or reside at the property owned.

ABSOLUTE ADDRESS in a SPREADSHEET program, a cell address that refers to a fixed location that will not change when a formula is copied to another location. Contrast with RELATIVE (CELL) REFERENCE.

ABSOLUTE ADVANTAGE in international economics, capability of one producer to produce a given good using fewer resources than any other producer. Japan produces television sets more efficiently than most other countries and so could be said to have an absolute advantage in this area.

ABSOLUTE AUCTION an AUCTION in which the property is sold to the highest bidder regardless of the amount of the winning bid.

ABSOLUTE (CELL) REFERENCE in a spreadsheet program, a cell reference that refers to a fixed location that will not change when a formula is copied to another location. In EXCEL, absolute references are indicated by placing dollar signs before the column and row indicators. Contrast with RELATIVE (CELL) REFERENCE.

ABSOLUTE LIABILITY liability without fault; also known as liability without regard to fault or strict liability. Absolute liability is imposed in various states when actions of an individual or business are deemed contrary to public policy, even though an action may not have been intentional or negligent.

ABSOLUTE SALE sale whereby the property passes to the buyer upon completion of an agreement between the parties.

ABSORB

Business: cost not passed on to a customer; also a firm merged into an acquiring company.

Cost accounting: indirect manufacturing costs (such as property taxes and insurance), called absorbed costs.

Finance: account that has been combined with related accounts in preparing a financial statement and has lost its separate identity.

Securities: issue an underwriter has completely sold to the public.

ABSORPTION COSTING in COST ACCOUNTING, applying both fixed and variable costs to derive the cost of the unit produced. See also DIRECT COSTING.

ABSORPTION RATE estimate of the expected annual sales or new occupancy of a particular type of land use. For example, the demand for new homes in a market area is estimated to be 500 per year. Developer Abel’s new subdivision, when completed, is expected to capture 10% of the market. Therefore Abel’s subdivision has an expected absorption rate of 50 homes per year (10% of 500 = 50).

ABSTENTION act or instance of deliberately refraining from an action or practice. Abstaining from voting generally means a recorded vote, neither for nor against. Abstention from voting is appropriate when one has a conflict of interest, as when a director owns stock in a competing business or one considered as a target for acquisition.

ABSTRACT OF RECORD condensed history of a case, taken from the trial court records and prepared for use by the APPELLATE COURT.

ABSTRACT OF TITLE short history of TITLE to land, noting all CONVEYANCES, transfers, GRANTS, WILLS and judicial proceedings, and all ENCUMBRANCES and LIENS, together with evidence of satisfaction and any other facts affecting title.

ABUSIVE TAX SHELTER TAX SHELTER claiming illegal tax deductions. For example, a limited partnership inflates the value of acquired property beyond its fair market value in order to claim excessive depreciation deductions. If these writeoffs are denied by the IRS, investors must pay severe penalties, interest, and back taxes.

ABUT or ABUTTING ADJOINING or meeting. See also ADJACENT.

ABV Accredited in Business Valuation, a designation awarded by the American Institute of Certified Public Accountants to CPAs who qualify. The resulting designation is CPA/ABV.

ACCELERATED COST RECOVERY SYSTEM (ACRS) a method of tax depreciation introduced in 1981, modified in 1984. ACRS rules are generally applicable to most tangible personal property placed in service between January 1, 1981 and December 31, 1986. ACRS was replaced by the MODIFIED ACCELERATED COST RECOVERY SYSTEM (MACRS) for assets placed in service after 1986.

ACCELERATED DEPRECIATION any one of a number of allowed methods of calculating depreciation accounting that permit greater amounts of deductions in earlier years than are permitted under the straight-line method, which assumes equal depreciation during each year of the asset’s life. See also ACCELERATED COST RECOVERY SYSTEM; DECLINING-BALANCE METHOD; SUM-OF-THE-YEARS’-DIGITS (SYD) DEPRECIATION. See Figure 1.

ACCELERATION in real estate law: (1) hastening of the time for enjoyment of a remainder interest due to the premature termination of a preceding estate; and (2) process by which, under the terms of a MORTGAGE or similar obligation, an entire debt is to be regarded as due upon the borrower’s failure to pay a single installment or to fulfill some other duty. See also ACCELERATION CLAUSE.

ACCELERATION CLAUSE loan provision giving the lender the right to declare the entire amount immediately due and payable upon the violation of a specific provision of the loan, such as failure to make payments on time.
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FIGURE 1

ACCELERATOR, ACCELERATOR PRINCIPLE proposition that INVESTMENT responds to growth in output. If the rate of growth of output changes, the level of investment will change. The ratio between the change in the rate of growth of output and the change in investment is the accelerator.

ACCEPTABLE USE POLICY a formal set of rules governing how a computer NETWORK may be used. For example, this policy bans the transmission of pornographic material on the Internet. See also NETIQUETTE.

ACCEPTANCE

In general: voluntary act of receiving something or of agreeing to certain terms.

Banking: formal procedure whereby the bank on which a check or other NEGOTIABLE INSTRUMENT is drawn promises to honor the DRAFT by paying the payee named on the check.

Contract law: consent to the terms of an OFFER, creating a CONTRACT with all terms binding.

Real property law: essential to completion of a gift INTER VIVOS.

ACCEPTANCE SAMPLING statistical procedure used in quality control. Acceptance sampling involves testing a batch of data to determine if the proportion of units having a particular attribute exceeds a given percentage. The sampling plan involves three determinations: (1) batch size; (2) sample size; and (3) maximum number of defects that can be uncovered before rejection of the entire batch. This technique permits acceptance or rejection of a batch of merchandise or documents under precisely specified circumstances.

ACCESS PROVIDER see INTERNET SERVICE PROVIDER.

ACCESS RIGHT right of an owner to get to and from his or her property.

ACCESS TIME

1. time taken by a computer to locate data or an instruction word in its memory (storage) and transfer it.

2. time taken to transfer information from a computer to the location in that device where it will be stored.

ACCIDENT AND HEALTH BENEFITS fringe benefits for accidental injury, accidental death, or sickness. Benefits include payment of medical, surgical, and hospital expenses and income payments. An employer is entitled to a deduction for such payments, whereas employees may exclude the benefits from gross income.

ACCIDENT INSURANCE coverage for bodily injury and/or death resulting from accidental means (other than natural causes). For example, an insured is critically injured in an accident. Accident insurance can provide income and/or a death benefit if death ensues.

ACCOMMODATION ENDORSER, MAKER, or PARTY one who, as a favor to another, signs a NOTE as acceptor, maker, or endorser without receiving compensation or other benefit, and who thus guarantees the debt of the other person. See also COSIGN.

ACCOMMODATION PAPER a negotiable instrument signed by a party as maker, drawer, acceptor, or endorser, without receiving value. It has the purpose of enabling another party to obtain money or credit.

ACCORD AND SATISFACTION payment of money or other valuable consideration (usually less than the amount owed) in exchange for extinguishment of a debt. There must be an express or implied agreement that accepting the smaller sum discharges the obligation to pay the larger sum.

ACCOUNT

In general: contractual relationship between a buyer and a seller under which payment is made at a later time. The term open account or charge account is used, depending on whether the relationship is commercial or personal.

Banking: relationship under a particular name, usually evidenced by a deposit against which withdrawals can be made. Among them are demand, time, custodial, joint, trustee, corporate, special, and regular accounts.

Bookkeeping: assets, liabilities, income, and expenses as represented by individual ledger pages to which debit and credit entries are chronologically posted to record changes in value. Examples are cash, accounts receivable, accrued interest, sales, and officers’ salaries.

ACCOUNTABILITY framework for justifying management organizational actions, whether they are financial or employment-related. A junior manager is accountable to a senior manager for the completion of an organizational program by a particular date and within budget guidelines. See also TRANSPARENCY.

ACCOUNTANCY theory and practice of ACCOUNTING.

ACCOUNTANT person who works in the field of accounting; may be an independent accountant, auditor, or one who provides internal accounting services for the employer. See also AUDITOR; CERTIFIED PUBLIC ACCOUNTANT (CPA).

ACCOUNTANT’S OPINION statement signed by an independent CERTIFIED PUBLIC ACCOUNTANT describing the scope of the examination of an organization’s books and records. Because financial reporting involves considerable discretion, the accountant’s opinion is an important assurance to a lender or investor. Major types of opinions are unqualified or clean, qualified, adverse, and disclaimer.

ACCOUNTANTS PROFESSIONAL LIABILITY INSURANCE insurance for accountants covering liability lawsuits arising from their professional activities. For example, an investor bases a buying decision on the balance sheet of a company’s audited annual statement. The figures later prove fallacious and not according to GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP). The accountant/auditor could be found liable for his professional actions, and would be covered by this policy.

ACCOUNT BALANCE see BALANCE.

ACCOUNT EXECUTIVE

Advertising: executive of an ad agency who oversees a particular account and who is the principal coordinator and contact person for the client within the agency.

Finance: brokerage firm employee who advises and handles orders for clients and has the legal powers of an AGENT. Every account executive must pass certain tests administered by securities regulatory boards. Also called registered representative. See also BROKER.

ACCOUNTING system that provides quantitative information about the finances of a person or business entity. Includes recording, measuring, and describing financial information.

ACCOUNTING CHANGE change in: (1) accounting principles (such as a new depreciation method); (2) accounting estimates (such as a revised projection of doubtful accounts receivable); or (3) the reporting entity (such as a merger of companies). When an accounting change is made, appropriate disclosure is required to explain its justification and financial effect, thereby enabling readers to make appropriate investment and credit judgments.

ACCOUNTING CYCLE accounting procedures beginning with an initial entry, such as recording the first sale of the year, and culminating with the closing entries, which are posted after year-end.

ACCOUNTING EQUATION formula in which ASSETS must equal the sum of LIABILITIES and OWNERS’ EQUITY.

ACCOUNTING ERROR inaccurate measurement or representation of an accounting-related item not caused by intentional FRAUD. An error may be due to NEGLIGENCE or may result from the misapplication of GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP). Errors may take the form of dollar discrepancies or may be compliance errors in employing accounting policies and procedures.

ACCOUNTING METHOD method used by a business in keeping its books and records for purposes of computing INCOME and determining TAXABLE INCOME. The term accounting method includes not only the overall method of accounting but also the accounting treatment of any item, such as inventory method or long-term contracts. See also CHANGE IN ACCOUNTING METHOD, ACCRUAL BASIS, CASH BASIS.

ACCOUNTING PERIOD period covered by an income statement, such as January 1 through December 31 of a year; often a quarter, six months, or a year.

ACCOUNTING PRINCIPLES, ACCOUNTING STANDARDS those that govern current accounting practices and are used as references to determine application of the appropriate treatment of complex transactions. See also FINANCIAL ACCOUNTING STANDARDS BOARD (FASB).

ACCOUNTING PRINCIPLES BOARD (APB) board of the American Institute of Certified Public Accountants (AICPA) that issued (1959–1973) a series of ACCOUNTANT’S OPINIONS constituting much of what is known as GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP). See also AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS (AICPA); FINANCIAL ACCOUNTING STANDARDS BOARD (FASB), INTERNATIONAL ACCOUNTING STANDARDS BOARD (IASB).

ACCOUNTING PROCEDURE accounting method that a company uses to handle routine accounting matters. These procedures may be written in a manual to assist new employees in learning the system.

ACCOUNTING RATE OF RETURN method of estimating the RATE OF RETURN from an investment using a straight-line approach (not discounted or compounded). The investment inflows are totaled and the investment costs subtracted to derive the profit. The profit is divided by the number of years invested, then by the investment cost, to estimate an annual rate of return. The method is not as sophisticated as a discounted approach, which is used by modern accountants.

ACCOUNTING RECORDS all documents and books used in the preparation of financial statements, including general ledger, subsidiary ledgers, sales slips, invoices, and so on.

ACCOUNTING SOFTWARE programs used to maintain books of account on computers. The software can be used to record transactions, maintain account balances, and prepare financial statements and reports. Many different accounting software packages exist.

ACCOUNTING SYSTEM mechanism within a company that generates its financial information. The system comprises all the people and machines that are involved in accounting information.

ACCOUNT NUMBER number assigned to each customer, supplier, lender, or other entity for ease in referring to that party’s activity. Account numbers may be coded alphabetically or chronologically by date opened, and may contain coded information referring to credit terms, salesperson, state or county, and so on.

ACCOUNTS PAYABLE list of debts currently owed by a person or business. These are debts incurred mainly for the purchase of services, inventory, and supplies. The accounts normally do not include accrued salaries payable, accrued interest payable, or rent payable. This list is kept in the ordinary course of the debtor’s business. See also ACCOUNTS RECEIVABLE.

ACCOUNTS PAYABLE LEDGER listing of detailed accounts, often in the form of a book with pages devoted to each supplier, that shows how much is owed to each supplier. Each credit transaction involving that supplier is listed. The balance in this ledger should agree with that in the GENERAL LEDGER.

ACCOUNTS RECEIVABLE list of money owed on current accounts to a CREDITOR, which is kept in the normal course of the creditor’s business and represents unsettled claims and transactions. Accounts receivable normally arise from the sale of a company’s products or services to its customers. See also ACCOUNTS PAYABLE.

ACCOUNTS RECEIVABLE FINANCING short-term financing whereby ACCOUNTS RECEIVABLE serve as collateral for working-capital advances. See also FACTORING.

ACCOUNTS RECEIVABLE LEDGER listing of detailed accounts, often in the form of a book with pages devoted to each customer, that shows how much each customer owes. Each transaction that generated a receivable is listed under that customer and a balance by customer is determined. The balance in this ledger should agree with that shown in the GENERAL LEDGER.

ACCOUNTS RECEIVABLE TURNOVER ratio obtained by dividing total credit sales by accounts receivable. The ratio indicates how many times the receivables portfolio is collected during the accounting period. See also ACCOUNTS RECEIVABLE; COLLECTION RATIO.

ACCOUNT STATEMENT

In general: any record of transactions and their effect on charge- or open-account balances during a specified period.

Banking: summary of all checks paid, deposits recorded, and resulting balances during a defined period.

Securities: statement summarizing all transactions and showing the status of an account with a broker-dealer firm, including long and short positions.

ACCREDITED INVESTOR under Rule 501 of Securities and Exchange Commission Regulation D, a wealthy investor who does not count as one of the maximum of 35 people allowed to put money into a PRIVATE LIMITED PARTNERSHIP. Private limited partnerships use accredited investors to raise a larger amount of capital than would be possible if only 35 less wealthy people could contribute. To qualify as an accredited investor, an individual must (1) earn an individual income of more than $200,000 per year, or a joint income of $300,000 in each of the last two years, and expect to reasonably maintain the same level of income; or (2) have a net worth exceeding $1 million, either individually or jointly with his or her spouse; or (3) be a general partner, executive officer, director, or a related combination thereof for the issuer of the security being offered. Accredited investors also include banks, insurance companies, employee benefit plans, as well as charitable organizations, corporations, or partnerships with more than $5 million in assets.

ACCRETION

1. asset growth through internal expansion, acquisition, or such causes as aging of whisky or growth of timber.

2. adjustment of the difference between the price of a bond bought at an original discount and the par value of the bond.

ACCRUAL see ACCRUED INTEREST.

ACCRUAL BASIS or ACCRUAL METHOD accounting method whereby income and expense items are included in taxable income or expense as they are earned or incurred, even though they may not yet have been received or actually paid in cash. Taxpayers having inventories must use the accrual method. Exceptions to the accrual method for tax purposes include the recognition of bad debts and payments received in advance for services or merchandise. See also CASH BASIS.

ACCRUE to include an event on the accounting records regardless of whether any cash changed hands. For example, at the end of a fiscal year a company may accrue its income tax expense for that year, even though the money will not be paid for several months. See also CASH BASIS.

ACCRUED DEPRECIATION see ACCUMULATED DEPRECIATION.

ACCRUED INTEREST or ACCRUED INCOME interest or other income that has been earned but not paid.

ACCRUED LIABILITIES amounts owed but not yet paid; does not necessarily indicate a default or delinquency.

ACCRUED TAXES amount of taxes owed, based on income earned or a property value assessment, but not yet paid.

ACCUMULATED BENEFIT OBLIGATION (ABO) similar to the PROJECTED BENEFIT OBLIGATION (PBO), but it is measured using current compensation levels rather than assumptions about future compensation.

ACCUMULATED DEPLETION accumulating CONTRA-ASSET ACCOUNT for a depletable asset, such as a mine. The balance in this account is subtracted from the asset account when shown on the balance sheet, giving rise to the term contra-asset.

ACCUMULATED DEPRECIATION in accounting, the amount of DEPRECIATION expense that has been claimed to date. Same as accrued depreciation. See also ADJUSTED BASIS, BOOK VALUE.

ACCUMULATED DIVIDEND dividend due, usually to holders of cumulative preferred stock, but not paid. It is carried on the books as a liability until paid. See also CUMULATIVE PREFERRED STOCK.

ACCUMULATED EARNINGS (PROFITS) TAX a 15% penalty surcharge on earnings retained in a corporation to avoid the higher personal income taxes to which they would be subject if paid out as dividends to the owners.

ACCUMULATED POSTRETIREMENT BENEFIT OBLIGATION (APBO) the actuarial present value of an employer’s postretirement benefits other than pensions (often retiree medical or retiree life insurance benefits) attributed to employee service rendered to a particular date.

ACID TEST the most severe test of reliability. Since gold resists acids that corrode other metals, the acid test was used for metals purporting to be gold. See QUICK RATIO.

ACKNOWLEDGMENT declaration by a person who has signed a document that such signature is a voluntary act, made before a duly authorized person. See also NOTARY PUBLIC.

ACQUISITION one company taking over controlling interest in another company. See also MERGER; POOLING OF INTERESTS; TAKEOVER.

ACQUISITION COST price and all fees required to obtain a property. For example, XYZ Corp. purchases a property for $90,000 plus $5,000 in CLOSING COSTS (attorney’s fees, loan fees, APPRAISAL COSTS, TITLE INSURANCE, and loan DISCOUNT POINTS). XYZ’s acquisition cost is $95,000.

ACRE measure of land equaling 160 square rods, 10 square chains, 4,840 square yards, 43,560 square feet, or 0.405 hectares.

ACREAGE land measured in acres.

ACROBAT software from ADOBE SYSTEMS, INC., for creating PDF files. The Acrobat Distiller or Adobe PDF Printer functions as a printer driver so that any application can “print” to a PDF file.

ACRONYM word or name that is formed by joining the first letters (or the first few letters) of a series of words. For example, RAM is the acronym for RANDOM-ACCESS MEMORY (RAM). An acronym is pronounceable, whereas many other abbreviations are not.

ACROSS THE BOARD encompassing everything in a certain class or group; movement in the stock market that affects almost all stocks in the same direction. For example, when the market moves up across the board, almost every stock gains in price. An across-the-board pay increase in a company is a raise of a fixed percentage or amount for all employees.

ACRS ACCELERATED COST RECOVERY SYSTEM. See also MODIFIED ACCELERATED COST RECOVERY SYSTEM (MACRS).

ACTIVE CORPS OF EXECUTIVES (ACE) see SCORE.

ACTIVE DESKTOP a feature introduced by Microsoft that permits users to put “active content” from the Internet on the desktop. Information from Web sites can thus be constantly updated without having to start and run a BROWSER.

ACTIVE INCOME in taxation, a category of income that includes salaries, wages, and commissions. PORTFOLIO INCOME (interest and dividends) and PASSIVE INCOME (rental real estate and businesses in which the taxpayer does not materially participate) are excluded. Passive losses generally may not be offset against either active or portfolio income.

ACTIVE MARKET heavy volume of trading in a particular market or stock, bond, or commodity. The spread between bid and asked prices is usually narrower in an active market than when trading is quiet.

ACTIVE WINDOW in Microsoft Windows, the WINDOW that currently has the focus, that is, the one in which keyboard or mouse actions will be effective. Usually the TITLE BAR of the active window will be a different color from those of other windows.

ACTIVIST POLICY government economic policy that uses monetary and/or fiscal policy activities based on economic conditions.

ACT OF BANKRUPTCY behavior indicating that a person might be judged as bankrupt. Examples of such behavior include transferring property title to another with the intent to delay or defraud creditors, and admitting that one is bankrupt. See CHAPTER 7 OF THE 1978 BANKRUPTCY ACT, CHAPTER 11 OF THE 1978 BANKRUPTCY ACT, CHAPTER 13 OF THE 1978 BANKRUPTCY ACT.

ACT OF GOD violent and catastrophic event caused by forces of nature, which could not have been prevented or avoided by foresight or prudence. An act of God that makes performance of a contractual duty impossible may excuse performance of that duty.

ACTUAL CASH VALUE theoretical concept of value, sometimes used as a substitute for MARKET VALUE.

ACTUAL COST amount paid for an asset; not its market value, insurable value, or retail value. It generally includes freight-in and installation costs, but not interest on the debt to acquire it.

ACTUAL DAMAGES losses directly referable to a breach or tortious act; losses that can readily be proven to have been sustained, and for which the injured party should be compensated as a matter of right.

ACTUARIAL SCIENCE branch of knowledge dealing with the mathematics of insurance, including probabilities. It is used in ensuring that risks are carefully evaluated, that adequate premiums are charged for risks underwritten, and that adequate provision is made for future payments of benefits.

ACTUARY one who calculates insurance and property costs, especially the cost of life insurance risks and insurance premiums. To become a fellow of the SOCIETY OF ACTUARIES requires passing a set of highly rigorous examinations. See ENROLLED ACTUARY, FSA.

ADA see AMERICANS WITH DISABILITIES ACT (ADA).

ADAPTIVE EXPECTATIONS see EXPECTATIONS.

ADDED-VALUE TAX see VALUE-ADDED TAX.

ADDENDUM something added, as an attachment to a CONTRACT. Commonly added addenda in real estate purchase agreements describe financing terms and property INSPECTION requirements.

ADDITIONAL FIRST-YEAR DEPRECIATION increased depreciation that can be deducted during the first year of a capital expenditure. Businesses are allowed to deduct the cost of capital expenditures over time according to depreciation schedules. In previous legislation, Congress allowed businesses to more rapidly deduct capital expenditures of most new tangible personal property, and certain other new property, placed in service in 2008, 2009, and 2010 (2011 for certain property), by permitting the first-year write-off of 50% of the cost. The 2010 Tax Relief Act extends and temporarily increases this additional first-year depreciation provision for investment in new business equipment. For investments placed in service after September 8, 2010 and through December 31, 2011 (through December 31, 2012 for certain longer-lived and transportation property), the new law provides for 100% additional first-year depreciation. In other words, the entire cost of the qualifying property placed in service during that time frame can be written off, without limit. Note that even though the legislation did not take shape in Congress until mid-December 2010, the effective date of the provision was made retroactive, to include qualifying property placed in service after September 8, 2010. Additional first-year depreciation of 50% will apply again in 2012. Generally, the property must be (1) depreciable property with a recovery period of 20 years or less, (2) water utility property, (3) computer software, or (4) qualified leasehold improvements. Also, the original use of the property must commence with the taxpayer—used machinery doesn’t qualify. See SECTION 179.

ADDITIONAL MARK-ON further increase in a retail merchandise price; often done to take advantage of holiday periods or periods of peak demand.

ADDITIONAL PAID-IN CAPITAL see CAPITAL CONTRIBUTED IN EXCESS OF PAR VALUE.

ADD-ON INTEREST interest that is added to the principal of a loan. The amount of interest for all years is computed on the original amount borrowed, so the stated rate is much lower than the ANNUAL PERCENTAGE RATE (APR), which is required to be disclosed by federal law.

ADDRESS (INTERNET) see E-MAIL ADDRESS; IP ADDRESS; UNIFORM RESOURCE LOCATOR.

ADEQUACY OF COVERAGE sufficiency of insurance protection to repay the insured in the event of loss. See also UNDERINSURED.

ADHESION CONTRACT legally enforceable agreement containing standardized terms, offered by a business to consumers of goods or services. The consumer must accept the standard provisions and does not have the ability to change those terms. Since it is on a take-it-or-leave-it basis, the consumer is unable to bargain with the seller.

AD HOC for this particular purpose, an ad hoc committee is one commissioned for a special purpose; an ad hoc attorney is one designated for a particular client in a special situation.

AD INFINITUM indefinitely, with no limit on the amount of money or time. An example is a perpetual annuity of payments made by a company to an individual. The individual will receive payments ad infinitum.

ADJACENT nearby, but not necessarily touching.

ADJOINING contiguous; attaching; sharing a common border, as in adjoining properties.

ADJUDICATION determination of a controversy and pronouncement of judgment.

ADJUSTABLE-RATE MORTGAGE (ARM) mortgage loan that allows the interest rate to be changed at specific intervals over the maturity of the loan. See also ADJUSTABLE-RATE MORTGAGE; HYBRID ADJUSTABLE-RATE MORTGAGE; RENEGOTIATED-RATE MORTGAGE; VARIABLE-RATE MORTGAGE, CAPS.

ADJUSTED BASIS or ADJUSTED TAX BASIS original cost or other basis of property, reduced by DEPRECIATION deductions and increased by CAPITAL EXPENDITURES; base amount from which to measure gains and losses for tax purposes.

ADJUSTED GROSS INCOME (AGI) intermediate step in calculating taxable income, the amount used for computing deductions based on, or limited by, a percentage of income, such as medical expenses, charitable contributions, and miscellaneous itemized deductions. This amount is determined by subtracting from gross income any business expenses and other deductions—for example, KEOGH PAYMENTS, ALIMONY PAYMENTS, and IRA contributions. Itemized deductions for such items as medical expenses, interest payments, and real estate taxes are deductions from adjusted gross income; they are not subtracted to derive adjusted gross income.

ADJUSTED TAX BASIS see ADJUSTED BASIS.

ADJUSTER individual employed by a property and casualty insurance company to settle on its behalf claims brought by insureds. The adjuster evaluates the merits of each claim and makes recommendations to the insurance company. See also INDEPENDENT ADJUSTER.

ADJUSTING ENTRY JOURNAL ENTRY posted to the ACCOUNTING RECORDS at the end of an accounting period to record a transaction or event that was not properly posted during the accounting period for some reason.

ADJUSTMENTS (IN APPRAISAL) dollar value or percentage amounts that, when added to or subtracted from the sales price of a COMPARABLE, provide an indication of the value of a subject property. Adjustments are necessary to compensate for variation in the features of the comparable relative to the subject.

ADMINISTER to provide the management actions of planning, directing, budgeting, and implementing necessary to achieve organizational objectives. It is the function of the personnel manager to administer the testing and placement of newly hired personnel in an organization.

ADMINISTERED PRICE price of a good that is specified by a governmental or some other nonmarket agency. Wage price controls and rent controls are examples of administered prices.

ADMINISTRATIVE EXPENSE often grouped with GENERAL EXPENSE, expenses that are not as easily associated with a specific function as are direct costs of manufacturing and selling. It typically includes expenses of the headquarters office and accounting expenses.

ADMINISTRATIVE LAW law relating to the powers and the procedures of governmental bodies other than courts and legislatures. This type of law affects the rights of private persons through investigations, hearings, rule making, and adjudication.

ADMINISTRATIVE MANAGEMENT SOCIETY professional management society. It promotes the application of management methods for commerce and industry for the purpose of increasing productivity, lowering costs, and improving quality. It encourages and participates in research while promoting sound employer/employee relations.

ADMINISTRATIVE SKILLS wide range of essential organizational and technical skills. These skills include planning, organizing, staffing, scheduling, and computer SOFTWARE skills comprehending WORD PROCESSING, SPREADSHEETS, DATABASES, and TELECOMMUNICATIONS.
 
ADMINISTRATOR

1. performer of executive duties; management.

2. court-appointed individual or bank charged with carrying out the court’s decisions with respect to a decedent’s estate until it is fully distributed to all claimants. Administrators are appointed when a person dies without having made a will or without having named an EXECUTOR, or when the named executor cannot or will not serve.

ADMINISTRATOR’S DEED DEED conveying the property of one who died without a WILL (INTESTATE).

ADOBE SYSTEMS, INC. (San Jose, California) the software company that pioneered the PostScript command language for output devices and developed the Portable Document Format (PDF) for distributing documents electronically. Adobe is also a leader in producing high-quality font, design, and desktop publishing software. See also PDF, POSTSCRIPT.

ADULT one who has attained the age of MAJORITY. Compare MINOR.

AD VALOREM Latin for “according to value.” An ad valorem tax is assessed on the value of goods or property (e.g., real estate and motor vehicles), not on the quantity, weight, extent, etc. An ad valorem real estate tax may be an itemized deduction from ADJUSTED GROSS INCOME (AGI) for an individual.
Example: If the ad valorem tax rate is 1%, the tax would be $1 per $100 of assessed value.

ADVANCE in general, to proceed, move ahead; amount paid before it is earned or incurred, such as a cash advance for travel expenses.

ADVANCE FUNDED PENSION PLAN retirement plan in which money is currently allocated to fund an employee’s pension.

ADVERSARY opponent or litigant, as, for example, in a legal controversy or LITIGATION.

ADVERSE OPINION ACCOUNTANT’S OPINION concerning financial statements, that the statements are not in conformity with GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP) and/or that they do not present results fairly.

ADVERSE POSSESSION method of acquiring legal TITLE to land through actual, continuous, open occupancy of the property, for a prescribed period of time, under claim of right, and in opposition to the rights of the true owner.

ADVERSE SELECTION the tendency of people with a greater likelihood of filing claims to be more interested in obtaining insurance coverage. For example, those with severe health problems want to buy health insurance, and people going to a dangerous place such as a war zone want to buy more life insurance. To combat the problem of adverse selection, insurance companies try to reduce their exposure to large claims by either raising premiums or screening out such applicants.

ADVERTISING paid message communicated through the various media by industry, business firms, nonprofit organizations, or individuals. Advertising is persuasive and informational and is designed to influence the purchasing behavior and/or thought patterns of the audience. Advertising is a marketing tool and may be used in combination with SALES PROMOTIONS, PERSONAL SELLING tactics, or publicity.

ADVOCACY ADVERTISING advertisements placed by companies presenting their own opinion on one or more public issues. The advertisements reflect the opinion of the company and are meant to influence public opinion. Issues include consumer rights, education, the environment, health, and taxation.

AFFECTIVE BEHAVIOR behavior aimed at producing a desired outcome, such as trying to understand the needs of the other party and attempting to satisfy those needs. An example is the personality and salesmanship displayed by a salesperson that leads to a new account.

AFFIANT person who makes and signs a written statement under oath. See also AFFIDAVIT.

AFFIDAVIT written statement made under oath before an officer of the court, a NOTARY PUBLIC, or other person legally authorized to certify the statement.

AFFIDAVIT OF DOMICILE notarized form stating the legal residence of a deceased person. It may be executed by an individual familiar with the facts, such as an executor, survivor, or attorney. The form is often required when a shareholder dies and was residing in a state that is different from the address on the account. Also known as an affidavit of residence.

AFFILIATED CHAIN group of noncompeting retail stores throughout the United States whose association affords an economic advantage in large-scale purchasing. When a group of small stores get together to form such a chain, they can purchase in bulk and will be entitled to larger discounts. An affiliated chain can purchase advertising time and space as if it were a national advertiser.

AFFILIATED COMPANY

In general: two companies are affiliated when one owns less than a majority of the voting stock of the other, or when both are subsidiaries of a third company.

Banking: organization that a bank owns or controls by stock holdings, or which the bank’s shareholders own, or whose officers are also directors of the bank.

AFFILIATED GROUP for purposes of consolidated tax returns, an affiliated group is composed of companies whose common parent or other inclusive corporation owns at least 80% of the voting power and value of the stock of the includable corporations (except preferred stock).

AFFILIATED RETAILER

1. member of an AFFILIATED CHAIN.

2. independent retailer who affiliates with other independent retailers under a common trade name for merchandising purposes. A group of such independent retailers will advertise under this common trade name. See also AFFILIATED WHOLESALER.

AFFILIATED WHOLESALER

1. WHOLESALER who sponsors or owns a group of AFFILIATED RETAILERS.

2. wholesaler who affiliates with other wholesalers under a common trade name for merchandising purposes.

AFFIRMATIVE ACTION steps taken to correct conditions resulting from past discrimination or from violations of a law, particularly with respect to employment.

AFFIRMATIVE RELIEF relief, benefit, or compensation that may be granted to the defendant in a judgment or decree in accordance with the facts established in his favor.

AFFREIGHTMENT contract with a carrier for the transportation of goods.

AFL-CIO voluntary federation of 57 national and international labor unions, created in 1955 by the merger of the AFL (American Federation of Labor) and CIO (Congress of Industrial Organizations).

AFTER-ACQUIRED CLAUSE clause in a mortgage agreement providing that any additional mortgageable property acquired by the borrower after the mortgage is signed will be additional security for the obligation.

AFTER-ACQUIRED PROPERTY

Commercial law: property acquired by a debtor after he has entered into an agreement in which other property is put up as SECURITY for a loan.

Bankruptcy law: property acquired by the bankrupt after he has filed to be declared a bankrupt. This property is generally free of all claims of the bankrupt’s creditors.

AFTER MARKET see SECONDARY MARKET.

AFTER-TAX BASIS basis for comparing the returns on a corporate taxable bond and a municipal tax-free bond. For example, a corporate bond paying 6% would have an after-tax return of 4% for someone in a 33% tax bracket. So any nontaxable municipal bond paying higher than 4% would yield a higher after-tax return.

AFTER-TAX CASH FLOW in REAL ESTATE, CASH FLOW from income-producing property, less income taxes, if any, attributable to the property’s income. The tax savings from the possible shelter of income earned outside the property is added to the cash flow that is earned by the property. For example, if a property generates a $1,000 cash flow and $500 tax loss that can be used to offset other income, the after-tax cash flow for a 33% tax bracket investor is $1,167 (0.33 × $500 + $1,000).

AFTER-TAX EQUITY YIELD the RATE OF RETURN on an equity interest, taking into account financing costs and income tax implications of the investor.

AFTER-TAX PROCEEDS FROM RESALE the amount of money left for the investor after all obligations of the transaction, and personal income taxes on the transaction. For example:

[image: image]

AFTER-TAX REAL RATE OF RETURN amount of money, adjusted for inflation, that an investor can keep out of the income and capital gains earned from investments.

AGAINST THE BOX short sale by the holder of a LONG POSITION in the same stock. Box refers to the physical location of securities held in safekeeping by the broker. See also SHORT POSITION.

AGE DISCRIMINATION denial of privileges as well as other unfair treatment of employees on the basis of age, which is prohibited by federal law under the Age Discrimination Unemployment Act of 1967. This act was amended in 1978 to protect employees up to 70 years of age, and in 1986 to protect mandatory retirement.

AGENCY

In general: relationship between two parties, one a principal and the other an AGENT who represents the principal in transactions with a third party.

Finance: certain types of accounts in trust institutions where individuals, usually trust officers, act on behalf of customers.

Government: securities issued by government-sponsored corporations such as Federal Home Loan Banks or Federal Land Banks.

Investment: act of buying or selling for the account and risk of a client.

Personnel: company that refers potential employees to employers for a fee. See also HEADHUNTER.

AGENCY BY NECESSITY agency relationship recognized by the courts that allows a spouse to charge necessities to the other spouse or allows a dependent to charge necessities to a parent.

AGENCY DISCLOSURE a written explanation, to be signed by a prospective buyer or seller of real estate, explaining to the client the role that the broker plays in the transaction. The purpose of disclosure is to explain whether the broker represents the buyer or seller or is a dual agent (representing both) or a subagent (an agent of the seller’s broker). This allows the customer to understand to which party the broker owes loyalty.

AGENCY SHOP organization having an employee UNION where nonmembers are required to pay a fee to the union as an offset to the benefits they share with union members. This rule often depends on the terms of collective bargaining agreements and state laws.

AGENT

Law: one who is authorized to act for another, who is the principal.

Real estate: a licensed salesperson who typically works under a broker.

Insurance: individual who sells and services insurance policies in either of two classifications:

1. An independent agent represents at least two insurance companies and (at least in theory) serves clients by searching the market for the most advantageous price for the most coverage. The agent’s commission is a percentage of each premium paid and includes a fee for servicing the insured’s policy.

2. A direct writer represents only one company and sells only that company’s policies. This agent is paid on a commission basis in much the same manner as the independent agent.

AGGLOMERATION accumulation into a single entity, such as a holding company, of several diverse and unrelated activities. Conglomerate companies are examples of agglomeration.

AGGREGATE referring to the sum total of the whole. Aggregate output, for example, is the total of all output during a given period of time.

AGGREGATE DEMAND see AGGREGATE SUPPLY.

AGGREGATE DEMAND CURVE a line on a graph that represents the total quantity of a good or service consumed at each price level within a range of prices. For most normal goods, the quantity demanded decreases as the price increases, producing a downwardly sloping line on the graph.

AGGREGATE INCOME sum total of all incomes in an economy, with no adjustment for inflation, taxes, or certain kinds of double-counting. The GROSS DOMESTIC PRODUCT (GDP) is one of many measures of aggregate income.

AGGREGATE SUPPLY in MACROECONOMICS, the total amount of goods and services supplied to the market at alternative price levels in a given period of time; also called total output. The central concept in SUPPLY-SIDE ECONOMICS, it corresponds with aggregate demand, defined as the total amount of goods and services demanded in the economy at alternative income levels in a given period, including both consumer and producers’ goods; aggregate demand is also called total spending.

AGGREGATE SUPPLY CURVE a line on a graph that represents the total quantity of a good or service that will be produced at each price level within a range of prices. Supply curves tend to be upwardly sloping, since higher prices tend to draw out more supply.

AGGRESSIVE GROWTH (STOCK/MUTUAL) FUND STOCK or MUTUAL FUND holding stocks of rapidly growing companies. While these companies may be large or small, they all share histories of and prospects for above-average profit growth. Aggressive growth funds are designed solely for capital appreciation, since they produce little or no income from dividends.

AGING OF ACCOUNTS RECEIVABLE or AGING SCHEDULE classification of trade ACCOUNTS RECEIVABLE by date of sale. Usually prepared by a company’s auditor, the aging, as the schedule is called, is a vital tool in analyzing the quality of a company’s receivables. The aging schedule reveals patterns of delinquency and shows where collection efforts should be concentrated.

AGREEMENT mutual assent between two or more legally COMPETENT PARTIES, ordinarily leading to a CONTRACT. It includes executed SALES, GIFTS, and other transfers of PROPERTY, as well as promises without legal obligation.

AGREEMENT OF SALE written agreement between seller and purchaser in which the purchaser agrees to buy certain real estate and the seller agrees to sell upon terms of the agreement; also called contract of sale; EARNEST MONEY contract.

AGRIBUSINESS large-scale production, processing, and marketing of food and nonfood farm commodities and products. Agribusiness is a major commercial business. California has the largest concentration of agribusiness in the United States.

AI see ARTIFICIAL INTELLIGENCE. See also APPRAISAL INSTITUTE.

AICPA see AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS (AICPA).

AIRBILL papers that accompany a package sent through an express mail service. The sender completes a form with multiple copies. It includes origin and destination addresses, services requested, and billing and shipping information. Multiple copies provide a receipt for the sender, another for the carrier’s billing records, and at least one copy with the address to accompany the package to its destination.

AIR FREIGHT use of air transportation for sending freight. It is faster and more expensive than truck, rail, or bus service.

AIR RIGHTS right to use, control, or occupy the space above a designated property. Air rights often can be leased, sold, or donated to another party.

AKA also known as. An example is John Jones, who is also called Lucky John by other salespeople in the organization.

ALGOL (algorithmic language) name of two computer programming languages that have had a strong impact on programming language design.

ALGORITHM sequence of instructions that tell how to solve a particular problem. An algorithm must be specified exactly, so there can be no doubt about what to do next, and it must have a finite number of steps. A computer program is an algorithm written in a language that a computer can understand.

ALIAS otherwise; an indication that a person is known by more than one name. AKA and a/k/a mean “also known as” and are used to introduce the listing of an alias.

ALIEN one who is not a citizen of the country in which he lives. See also ILLEGAL ALIEN; RESIDENT ALIEN.

ALIENATION in real property law, the voluntary transfer of TITLE and POSSESSION OF REAL PROPERTY to another person. The law recognizes the power to alienate (or transfer) property as an essential ingredient of FEE-SIMPLE ownership of property and generally prohibits unreasonable restraints on alienation.

ALIEN CORPORATION company incorporated under the laws of a foreign country regardless of where it operates. Alien corporation can be used as a synonym for the term foreign corporation. However, foreign corporation also is used in U.S. state law to mean a corporation formed in a U.S. state other than that in which it does business.

ALIMONY payment for the support of one’s estranged spouse in the course of divorce or separation. Alimony and separate maintenance payments are taxable to the receiver and deductible by the payor. CHILD SUPPORT and other voluntary payments are not considered alimony for tax purposes. Alimony is deductible for ADJUSTED GROSS INCOME (AGI); child support is not tax deductible.

ALLEGATION assertion of fact in a PLEADING. It is a statement of the issue that the contributing party expects to prove.

ALLOCATE

1. to distribute anything for use, including one’s time or money.

2. in accounting, to spread a single cost over a number of products, customers, people, or time. For example, DEPRECIATION accounting attempts to allocate the cost of a WASTING ASSET over its estimated useful life.

ALLOCATED BENEFITS payments in a DEFINED-BENEFIT PENSION PLAN. Benefits are allocated to the pension plan participants as premiums are received by the insurance company. Since the benefits purchased are paid up, the employee is guaranteed a pension at retirement, even if the firm goes out of business.

ALLOCATION

Accounting or tax: apportionment or assignment of income or expense for various purposes. For example, income and expense items of a TRUST or ESTATE are allocated between the CORPUS and INCOME components. Also, income, expense, credits, gains, and losses are allocated to the various partners in a PARTNERSHIP and shareholders of an S CORPORATION in proportion to ownership. See also APPORTIONMENT.

Broadcast: range of wavelengths assigned to a broadcast system by the Federal Communications Commission.

Merchandising: quantity of merchandise designated for a particular prospect or MARKET.

ALLOCATION OF RESOURCES central subject of economics: manner in which scarce factors of production are apportioned among producers, and in which scarce goods are apportioned among customers.

ALLOCATIVE EFFICIENCY see PARETO’S LAW.

ALLODIAL owned freely; not subject to the restriction on ALIENATION that existed in feudal law.

ALLODIAL SYSTEM legal system that allocates full property ownership rights to individuals. The allodial system is the basis for property rights in the United States.

ALLOWANCE

In general: reduction in price.

Merchandising: reduction in price offered to a retailer by a manufacturer or wholesaler that is contingent upon some special arrangement. It usually compensates the retailer for expense incurred in marketing the product. See also BROKERAGE ALLOWANCE; RETAIL DISPLAY ALLOWANCE.

ALLOWANCE FOR BAD DEBTS see BAD-DEBT RESERVE.

ALLOWANCE FOR DEPRECIATION see ACCUMULATED DEPRECIATION.

ALLOWED TIME total time in which a job should be completed at standard performance, inclusive of allowances for fatigue, rest, personal needs, and contingencies; also called STANDARD TIME.

ALL RISK/ALL PERIL insurance that covers each and every loss except for those specifically excluded. If the insurance company does not specifically exclude a particular loss, it is automatically covered. This is the broadest type of property policy that can be purchased. For example, if an insurance policy does not specifically exclude losses from wind damage, or from a meteor falling on the insured’s house, the insured is covered for such losses.

ALL THE TRAFFIC WILL BEAR or AS MUCH AS THE TRAFFIC WILL BEAR a policy of charging to the limit that customers will pay. Discussed in connection with products that seem to be overpriced.

ALL WASHED UP a business failure; all the property is cleaned up because there is no more work to be done.

ALPHA measurement of returns from an investment apart from market returns. Represents the amount of return expected from fundamental causes such as the growth rate in earnings per share; contrast with BETA, which is a measure of volatility.

ALPHANUMERIC CHARACTER all the characters that are either alphabetic or numeric, that is, all letters from A to Z and all numbers from 0 to 9.

ALT-A MORTGAGES residential property–backed loans made to borrowers who have better credit scores than SUBPRIME borrowers but provide less documentation than normally required for a loan application.

ALTER EGO the other self. Under the doctrine of alter ego, the law will disregard the limited personal liability one enjoys when acting in a corporate capacity and will regard the act as his or her personal responsibility. To invoke the doctrine, it must be shown that the corporation was a mere conduit for the transaction of private business and that no separate identity of the individual and the corporation really existed.

ALTERNATE VALUATION DATE valuation date six months (not 180 days) after the date of a person’s death. For estate tax purposes, the executor may place a value on the estate as of the date of death or on the alternate valuation date. To use the alternative valuation date, the estate value and tax must be less than on the date of death.

ALTERNATIVE DISPUTE RESOLUTION (ADR) alternatives to the slow and costly process of litigation, including ARBITRATION, CONCILIATION, and MEDIATION. Some of these processes, such as mediation and arbitration, are being used by court systems to resolve disputes before trial.

ALTERNATIVE HYPOTHESIS in statistical testing, a HYPOTHESIS is accepted if a sample contains sufficient evidence to reject the NULL HYPOTHESIS. It is usually denoted by H1. In most cases, the alternative hypothesis is the expected conclusion (why the test was completed in the first place).

ALTERNATIVE INVESTMENTS investments other than stocks and bonds, such as art, coins, precious metals, or stamps. May also include ARBITRAGE, DERIVATIVES, HEDGE FUNDS, LEVERAGED BUYOUTS (LBOs), PRIVATE EQUITY FUNDS, real estate, and venture capital investments.

ALTERNATIVE MINIMUM TAX a flat tax to ensure that corporate and high-income noncorporate taxpayers pay at least some tax, regardless of their deductions. A 26% or 28% rate (20% for certain corporations) applies to broadly based income. If the alternative minimum tax exceeds the regular income tax, then the former is to be paid instead of the regular income tax. The rate is applied to alternative minimum taxable income, which is taxable income increased by tax preferences and adjusted by adding back all or a portion of certain items that were deducted in computing regular taxable income.

ALTERNATIVE MORTGAGE INSTRUMENT (AMI) any mortgage other than a fixed-interest-rate, level-payment amortizing loan. See also ADJUSTABLE-RATE MORTGAGE; GRADUATED-PAYMENT MORTGAGE; GROWING-EQUITY MORTGAGE; ROLLOVER LOAN; SHARED-APPRECIATION MORTGAGE.

AMASS to accumulate an item such as money, property, or goods. A company may stock up on a commodity now for future sale when it believes that a sharp increase in the price of the commodity will take place at a later date.

AMAZON.COM the first prominent online retail (e-tail) merchant. Established as a bookstore in Seattle, Washington, Amazon has since expanded to sell or facilitate the sale of a wide variety of products around the world.

AMD Advanced Micro Devices, a manufacturer of computer chips (microprocessors), principal competitor of Intel.

AMEND to alter. A statute is amended by changing (but not abolishing) an established law. A pleading is amended by adding to or subtracting from an already existing pleading. See also AMENDED (TAX) RETURN.

AMENDED (TAX) RETURN form filed as a correction or supplement to, or replacement for, an original tax return. For example, a corporation may file Form 1120X, or an individual may file Form 1040X, to claim a refund for a prior year’s tax return or provide a correction to it. See also CLAIM FOR REFUND.

AMENDMENT addition to or change in a legal document. When properly signed, it has the full legal effect of the original document.

AMENITIES in APPRAISAL, the nonmonetary benefits derived from property ownership, such as pride of home ownership.

AMERICAN ARBITRATION ASSOCIATION 75-year-old organization that is available to resolve a wide range of disputes through mediation, arbitration, elections, and other out-of-court settlement procedures. The Association’s alternative dispute resolution (ADR) resources—its panels, rules, administration, and education and training services—provide cost-effective value to counsel, businesses, and industry professionals and their employees, customers, and business partners.

AMERICAN ASSOCIATION OF INDIVIDUAL INVESTORS (AAII) organization headquartered in Chicago and committed to the investment education of its more than 150,000 members. Annual membership dues are approximately $29.

AMERICAN AUTOMOBILE ASSOCIATION (AAA) now called TRIPLE-A.

AMERICAN BANKERS ASSOCIATION (ABA) a trade organization for officers of commercial banks. Publishes the monthly ABA Banking Journal and several other specialized banking periodicals.

AMERICAN BAR ASSOCIATION (ABA) a national organization of lawyers and law students that promotes improvements in the delivery of legal services and the administration of justice.

AMERICAN BUSINESS MEDIA company founded in 1906 that performs business-to-business research and encourages business communication research.

AMERICAN DEPOSITARY RECEIPT (ADR) receipt issued by U.S. banks to domestic buyers as a convenient substitute for direct ownership of stock in foreign companies. ADRs are traded on STOCK EXCHANGES and in OVER-THE-COUNTER markets like stocks of domestic companies. Underlying shares are called American Depositary Shares.

AMERICAN ECONOMIC ASSOCIATION (AEA) organization of economists, mostly those who are academicians.

AMERICAN FEDERATION OF LABOR-CONGRESS OF INDUSTRIAL ORGANIZATIONS (AFL-CIO) see AFL-CIO.

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS (AICPA) organization headquartered in New York whose members are CERTIFIED PUBLIC ACCOUNTANTS. The AICPA prepares the CPA examination and provides educational and newsworthy information to its members.

AMERICAN JOBS CREATION ACT OF 2004 legislation that repeals the Foreign Sales Corporation/Extraterritorial Income regime, creates a new tax deduction for “manufacturers,” continues enhanced small business expensing for two more years, reduces the sport utility vehicle (SUV) loophole, accelerates depreciation for leasehold and restaurant improvements, makes significant changes to S CORPORATION rules, simplifies international taxation, gives farmers tax relief, boosts tax shelter penalties, tightens vehicle donation rules, and enacts a host of other changes.

AMERICAN MANAGEMENT ASSOCIATION (AMA) professional management association located in New York, which issues many publications. It conducts nationwide wage surveys on professional and management compensation as well as training seminars and meetings for management personnel.

AMERICAN MARKETING ASSOCIATION (AMA) national professional society of MARKETING and MARKETING RESEARCH executives, sales and promotion managers, advertising specialists, and marketing teachers, headquartered in Chicago. The association publishes Marketing News, the Journal of Marketing, and the Journal of Marketing Research for the benefit of the public. It also offers marketing bibliographies and various books and pamphlets on marketing.

AMERICAN NATIONAL STANDARDS INSTITUTE (ANSI) institution that issues official standards in almost all industries.

AMERICAN OPPORTUNITY TAX CREDIT modification of the former Hope Scholarship tax credit, which provided tax credits of up to $1,500 a year for parents of dependent students in their first or second year of postsecondary education leading to a degree. The new credit, which has been extended at least through 2012, provides for a tax credit of up to $2,500 a year for expenses (including course materials) of the first four years of postsecondary education. There are gross income limitations, and up to 40% of the credit is refundable.

AMERICAN PLAN arrangement by a hotel whereby it charges a business person a price that includes room, meals, and services.

AMERICAN RECOVERY AND REINVESTMENT ACT OF 2009 federal law enacted to stimulate economic recovery from the recession and financial crisis of the previous year by spending $790 billion on infrastructure, providing tax incentives, and giving money to states and localities. The Act had three components:
Spending: Billions of dollars were appropriated for projects including modernization of the electrical grid, computerization of medical records in hospitals and other medical facilities, energy-efficient upgrades to public facilities, road and bridge construction, public transit, high-speed rail, and water infrastructure.
Aid to states and localities: Billions of dollars were sent to states and localities to supplement their budgets and pay for schools, Medicaid, foreclosure prevention, extension of unemployment benefits, and increases in college grants.
Tax cuts: Many changes were made in the tax code to allow Americans to keep more of their earnings. Some of the changes expired in 2009.

AMERICAN SOCIETY OF APPRAISERS an organization of appraisal professionals and others interested in the appraisal profession. International in structure, it is self-supporting and independent. The oldest and only major appraisal organization representing all of the disciplines of appraisal specialists, the society originated in 1936 and incorporated in 1952. ASA is one of the eight founding members of the APPRAISAL FOUNDATION.

AMERICAN STOCK EXCHANGE (AMEX) the third-largest options exchange in the United States. Located at 86 Trinity Place in lower Manhattan, the AMEX pioneered index options on 25 broad-based and sector indices. In 2008, the AMEX was acquired by NYSE EURONEXT. The AMEX’s trading environment is largely automated but still retains its human-based open outcry system of trading for those investors who desire it.

AMERICANS WITH DISABILITIES ACT (ADA) federal law that prohibits discrimination against individuals with physical handicaps, including hiring practices and design of buildings intended to serve the public.

AMERICA ONLINE (AOL) a leading commercial ONLINE SERVICE that serves as an entry point to the INTERNET for millions of home and business customers.

AMICUS CURIAE Latin for “friend of the court.” A person who is not a party to litigation but provides testimony at the invitation of the court.

AMORTIZE or AMORTIZATION

1. reduction of a DEBT by periodic charges to assets or liabilities, such as principal payments on mortgages.

2. in accounting statements, the systematic write-off of costs incurred to acquire an intangible asset, such as patents, copyrights, goodwill, organizational expenses.

AMORTIZATION SCHEDULE table that shows the periodic payment, interest and principal requirements, and unpaid loan balance for each period of the full term of a loan.

AMORTIZATION TERM the time it takes to retire a DEBT through periodic payments. Also known as the full amortization term. See also FULLY AMORTIZED LOAN.
Example: Many mortgage loans have an amortization term of 15, 20, 25, or 30 years. Some have an AMORTIZATION SCHEDULE as a 30-year loan, but require a BALLOON PAYMENT in 5, 10, or 15 years.

AMORTIZED LOAN any loan with at least some payments to PRINCIPAL.

AMOUNT sum, represented by a number; frequently number of dollars.

AMOUNT AT RISK

1. difference between the face value of a permanent life insurance policy and its accrued cash value.

2. in property and liability insurance, the lesser of the policy limit or the maximum possible loss to the insured.

AMOUNT OF ONE same as COMPOUND AMOUNT OF ONE.

AMOUNT OF ONE PER PERIOD same as COMPOUND AMOUNT OF ONE PER PERIOD.

AMPERSAND the character &, which stands for the word and.

AMTRAK trade name of the National Railroad Passenger Corporation, a government-owned for-profit corporation that operates intercity passenger rail services in 46 states and the District of Columbia, in addition to serving as a contractor in various capacities for several commuter rail agencies.

ANALOG representing data in a form other than binary digits (bits). Analog devices, such as a camera, scanner, or microphone, permit use of unlimited variables to represent a continuous variation of sound or color. Binary digital devices must represent the same information with switches that are either on (1) or off (0).

ANALYSIS examination and division of a business-related situation or problem into major elements in order to understand the item in question and make appropriate recommendations.

ANALYSIS OF VARIANCE (ANOVA) statistical model that tests whether or not groups of data have the same or differing means. The ANOVA model operates by comparing the amounts of dispersion experienced by each of the groups to the total amount of dispersion in the data.

ANALYST person who studies data and makes recommendations on a course of business actions. Analysts may study budgets, credit, securities, financial patterns, sales, etc.

ANALYTIC PROCESS procedures and techniques employed to perform an analysis of a situation or event. For example, an investor, in deciding whether to commit funds to a company, would engage in financial statement analysis by looking at trends in the accounts over the years (e.g., sales) and financial ratios.

ANALYTICAL REVIEW auditing process that tests relationships among accounts and identifies material changes. It involves analyzing significant ratios and trends for unusual changes and questionable items. Included in the analytical review process are: (1) reading important documents and analyzing their accounting and financial effects; (2) reviewing the activity in an account between interim and year-end, especially noting entries out of the ordinary; and (3) comparing current period account balances to prior periods as well as to budgeted amounts, noting reasonableness of account balances by evaluating logical relationships among them (i.e., relating payables to expenses, accounts receivable to sales).

ANCHOR TENANT main tenant in a shopping center or office building. It is often essential to have a lease commitment from an anchor tenant before a shopping center or office building can be financed.

ANCILLARY not the most important. For example, ancillary income for a hotel may come from vending machines that dispense canned drinks.

ANDROID software developed by Google, Inc., that acts as an operating system, as middleware capable of operating on top of other operating systems, and as software with many applications. Internationally, it is a highly used platform on several different SMARTPHONE models. Generically, an android is a humanoid robot.

ANNEXATION process by which an incorporated city expands its boundaries to include a specified area. The rules of annexation are established by state law and generally require a public ballot within the city and the area to be annexed. Other incorporated areas are generally protected from annexation by an adjacent city.

ANNUAL BASIS statistical technique whereby figures covering a period of less than a year are extended to cover a 12-month period. The procedure, called annualizing, must take seasonal variations (if any) into account to be accurate.

ANNUAL DEBT SERVICE required annual principal and interest payments for a loan. In corporate finance, the cash required in a year for payments of interest and current maturities of principal on outstanding debt.

ANNUAL EARNINGS amount of profit realized in one year. Taxable income and the annual income indicated by financial statements may be significantly different. Schedule M is used for corporate tax returns to reconcile the differences.

ANNUAL GIFT TAX EXCLUSION annual amount of up to $13,000 in 2010 and 2011 per donee per year that a donor may exclude from the gift tax. The amount allowed will be increased with inflation.

ANNUALIZED RATE extrapolation of an occurrence lasting a limited time period to the amount or rate that would be generated in a year. For example, an interest rate of 212% per quarter would be annualized to 10%, slightly more with compounding. Sales of ice cream in July should be annualized by applying a seasonal adjustment that considers the fact that ice cream sales are higher in July than in a typical month.

ANNUAL MEETING once-a-year meeting when the managers of a company report to stockholders on the year’s results and the board of directors stands for election for the next year. The chief executive officer usually comments on the outlook for the coming year and, with other senior officers, answers questions from shareholders.

ANNUAL MORTGAGE CONSTANT amount of ANNUAL DEBT SERVICE compared to the principal; also expressed as a dollar amount. The formula is:

[image: image]

ANNUAL PERCENTAGE RATE (APR) cost of credit that consumers pay, expressed as a simple annual percentage. According to the federal Truth in Lending Act, every consumer loan agreement must disclose the APR in large bold type. The APR is the annual effective interest rate. See also CONSUMER CREDIT PROTECTION ACT OF 1968.

ANNUAL RENEWABLE TERM INSURANCE see TERM LIFE INSURANCE.

ANNUAL REPORT formal financial statement issued yearly. The annual report of publicly owned corporations must comply with reporting requirements of the Securities and Exchange Commission, which include BALANCE SHEET, INCOME STATEMENT, and cash-flow reports audited by an independent CERTIFIED PUBLIC ACCOUNTANT (CPA).

ANNUAL WAGE fixed salary paid out to an employee over the course of a year.

ANNUITANT one who receives the benefits of an annuity.

ANNUITIZE begin a series of payments from the capital that has built up in an ANNUITY. The payments may be a fixed amount, or for a fixed period of time, or for the lifetimes of one or two ANNUITANTS, thus guaranteeing income payments that cannot be outlived.

ANNUITY contract sold by commercial insurance companies that pays a monthly (or quarterly, semiannual, or annual) income benefit for the life of a person (the ANNUITANT), for the lives of two or more persons, or for a specified period of time.

ANNUITY DUE see ORDINARY ANNUITY.

ANNUITY FACTOR mathematical figure showing the present value of an income stream that generates one dollar of income each period for a specified number of periods.

ANNUITY IN ADVANCE series of equal or nearly equal payments, each payable at the beginning of the period. For example, a landlord leases property for five years. The rent, payable at the beginning of each period, constitutes an annuity in advance. See also ORDINARY ANNUITY.

ANNUITY IN ARREARS see ORDINARY ANNUITY.

ANNUITY INCOME see ANNUITY.

ANSWER defendant’s principal PLEADING in response to the plaintiff’s complaint. It must contain a denial of all the ALLEGATIONS the defendant wishes to dispute, as well as any affirmative defenses by the defendant and any counterclaim against the plaintiff.

ANTICIPATED HOLDING PERIOD see HOLDING PERIOD, ANTICIPATED.

ANTICIPATORY BREACH breaking a contract before the actual time of required performance. It occurs when one person repudiates his  contractual obligation before it is due, by indicating that he will not or cannot perform his contractual duties.

ANTITRUST ACTS federal statutes that regulate trade in order to maintain competition and prevent monopolies. Many common business practices are governed by these statutes. The Sherman Anti-Trust Act of 1890 made price-fixing (the setting of prices in cooperation with competitors) illegal. The Clayton Anti-Trust Act of 1914 outlawed price discrimination (charging different prices to different buyers), as did the Robinson-Patman Act of 1936. Under these Acts, advertising and promotional ALLOWANCES are permitted only if they are offered to all dealers on equal terms.

ANTIVIRUS SOFTWARE software that monitors a computer for VIRUSES by looking for irregularities in a computer system and then comparing its findings to a database of virus information. It is important to update virus definitions or signatures regularly and upgrade the software periodically to protect against newly created viruses.

AOL see AMERICA ONLINE.

APARTMENT dwelling unit within a multifamily structure, generally provided as rental housing.

APARTMENT BUILDING structure with individual apartment units but a common entrance and hallway. An apartment building may have stores in it, for example, on the ground floor. Generally, when 80% or more of the revenue is received from residential rental units, the entire building may be depreciated as residential property over 27½ years rather than 39 years as for commercial property.

APL (A Programming Language) interactive computer programming language that is well suited for handling certain complex mathematical operations. APL uses several Greek letters and some other special symbols and thus requires a specially designed computer terminal.

APP short for APPLICATION software, currently in most common use to apply to a single-purpose utility add-in for a tablet computer (such as the IPAD) or SMARTPHONE (such as the IPHONE).

APPARENT AUTHORITY doctrine that a PRINCIPAL is responsible for the acts of his AGENT where the principal by his words or conduct suggests to a third person that the agent may act in the principal’s behalf, and where the third person believes in the authority of the agent.

APPEAL BOND guarantee of payment of the original judgment of a court. When a judgment is appealed, a bond is usually required to guarantee that if the appeal is unsuccessful, funds would be available to pay the original judgment as well as costs of the appeal. This serves to discourage an individual from appealing merely to stall for time or for frivolous reasons.

APPELLANT see PETITIONER.

APPELLATE COURT (APPEALS TRIAL COURT) court having authority to review the law applied by a lower court in the same case. In most instances, the trial court first decides a lawsuit, with review of its decision then available in an appellate court. Examples of appellate courts are the U.S. Court of Appeals and U.S. Supreme Court.

APPELLEE see DEFENDANT.

APPLET a small application or utility that performs one specific task; usually designed to run within a larger program. The Accessories in WINDOWS are applets; applets in Microsoft OFFICE include Draw, Graph, and Equation Editor.

APPLICATION (APP) an executable program that performs a specialized function other than system maintenance (which is performed by utilities). Commonly used applications include WORD PROCESSORS, SPREADSHEETS, DATABASES, communications software, and games.

APPLICATION OF FUNDS uses of the funds section of the statement of changes in financial position. Using the WORKING CAPITAL concept of funds, the four applications are: (1) net loss; (2) increase in noncurrent assets, such as the purchase of land for cash; (3) decrease in noncurrent liabilities such as long-term debt payments; and (4) decrease in stockholders’ equity as in the case of the purchase of treasury stock. If the CASH concept of funds flow is used, the two additional applications would be: (5) increase in current assets other than cash; and (6) decrease in current liabilities.

APPLICATION SERVICE PROVIDERS (ASPs) companies that replace standalone software, such as e-mail programs and travel reservation systems, with Web-based services that can be billed on a periodic basis.

APPLICATIONS PROGRAMMER person who writes programs that use the computer as a tool to solve particular applied problems. See also SYSTEMS PROGRAMMER.

APPLIED ECONOMICS use of principles and results of theoretical economic study in the real world, particularly in the formulation of governmental economic policy. See also KEYNESIAN ECONOMICS.

APPLIED OVERHEAD amount of OVERHEAD expenses that are charged in a COST ACCOUNTING system to a production job or a department.

APPLIED RESEARCH research efforts devoted to the development of practical applications from pure research. Applied research in the field of electronics developed the microcomputer RAM chip for use in electronic memory storage.

APPOINTMENT, POWERS OF see POWERS OF APPOINTMENT.

APPORTION, APPORTIONMENT

1. PRORATING of property expenses, such as taxes and insurance, between buyer and seller.

2. partitioning of property into individual parcels by tenants in common.

3. Tax (federal): the IRS can reallocate or reapportion items of income or expense between related taxpayers if the allocation made by the taxpayers was for the purpose of avoiding tax or inaccurately reflects taxable income.

4. Tax (state): many states require multistate taxpayers to compute the income taxable to that state by one of two methods:

(a)  direct allocation—income and expense items for a particular state must be specifically reported.

(b)  apportionment—federal income is apportioned between states using any or all of the following factors:

(i) sales revenue

(ii) payroll expense

(iii) property basis

APPRAISAL professional opinion or estimate of the value of a property. For example, a property owner may have an appraisal made of a specific property to determine a reasonable offering price in a sale; to determine the value of the property at the time of the gift or death for estate or gift tax purposes; to allocate the purchase price to the land and improvements; or to determine the amount of HAZARD INSURANCE to carry.

APPRAISAL FOUNDATION an organization that came into existence in 1989 in an effort to encourage uniform requirements for APPRAISAL qualifications and reporting standards. Publishes the UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE (USPAP).

APPRAISAL INSTITUTE organization principally composed of professional real estate appraisers; offers MAI, SRA, and SRPA designations.

APPRAISAL REPORT describes the findings of an appraisal engagement. Reports may be presented in the following formats: restricted, summary, self-contained; see UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE.

APPRAISAL REVIEW commentary by an appraiser on the appraisal report of another appraiser. See also USPAP.

APPRAISAL RIGHTS statutory remedy available in many states to minority stockholders who object to an extraordinary action taken by the corporation (such as a MERGER). This remedy requires the corporation to repurchase the stock of dissenting stockholders at a price equivalent to its value immediately before the extraordinary corporate action.

APPRAISE to estimate the value of property.

APPRAISER person qualified to estimate the value of a business or real or personal property. The American Society of Appraisers in Washington, D.C. is a leading professional organization for business appraisers and other disciplines; the APPRAISAL INSTITUTE in Chicago is a leading organization for real estate appraisers. See also CERTIFIED GENERAL APPRAISER, CERTIFIED RESIDENTIAL APPRAISER, LICENSED APPRAISER.

APPRECIATE

1. increase in value.

2. to understand the significance of something.

APPRECIATED PROPERTY REAL, PERSONAL, or INTANGIBLE ASSETS that have a FAIR MARKET VALUE greater than their original cost, ADJUSTED TAX BASIS, or BOOK VALUE.

APPRECIATION

In general: increase in value over time.

Taxes: excess of the fair market value of property over the taxpayer’s cost or basis in such property.

APPRENTICE a person who is learning a skill or trade from more experienced craftsmen while at work.

APPROPRIATE

1. to set apart for, or assign to, a particular purpose or use.

2. to wrongfully use or take the property of another.

APPROPRIATED EXPENDITURE in a BUDGET, amount set aside for a specific acquisition or purpose.

APPROPRIATION money set aside for a specific purpose. Also, in real estate, the setting aside of land for a public use.

APPROVED LIST list of investments that a mutual fund or other financial institution is authorized to make. The approved list may be statutory where a fiduciary responsibility exists. See also LEGAL LIST.

APPURTENANT attached to something else. In property law, the term refers to the attachment of a restriction, such as an EASEMENT or COVENANT, to a piece of land, which benefits or restricts the owner of such land in his use and enjoyment.

APR see ANNUAL PERCENTAGE RATE.

A PRIORI STATEMENT

1. conclusion or judgment that is not necessarily true, that is neither proved by nor capable of being disproved by experience, and that is known to be true by a process of reasoning independent of all factual evidence.

2. assertion introduced presumptively, without analysis or investigation.

APTITUDE intellectual ability of an individual to learn material sufficiently so that he can properly perform the business task required on the job. Some individuals have a natural talent and tendency for specific business areas. An example is a trial lawyer with an intellectual and quick mind for question asking and logic.

ARBITER person (other than a judicial officer) appointed by a court to decide a controversy according to the law. Unlike an ARBITRATOR, the arbiter needs the court’s confirmation of his decision for it to be final.

ARBITRAGE financial transaction involving the simultaneous purchase in one market and sale in a different market with a profitable price or yield differential. True arbitrage positions are completely HEDGED—that is, the performance of both sides of the transaction is guaranteed at the time the position is assumed—and are thus without risk of loss. A person who engages in arbitrage is called an arbitrageur or arb.

ARBITRAGE BOND bond issued by a municipality in order to gain an interest rate advantage by refunding higher-rate bonds in advance of their call date. Proceeds from the lower-rate refunding issue are invested in higher-yielding treasuries until the first call date of the higher-rate issue being refunded.

ARBITRAGEUR person or firm engaged in ARBITRAGE. Arbitrageurs attempt to profit when the same security or commodity is trading at different prices in two or more markets. Those engaged in risk arbitrage attempt to profit from buying stocks of announced or potential TAKEOVER targets.

ARBITRATION submitting a controversy to an impartial person, the ARBITRATOR, chosen by the two parties in the dispute to determine an equitable settlement. Where the parties agree to be bound by the determination of the arbitrator, the process is called binding arbitration.

In labor law, arbitration has become an important means of settling disputes, and the majority of labor contracts provide for arbitration of disputes over the meaning of contract clauses. See also AMERICAN ARBITRATION ASSOCIATION.

ARBITRATOR impartial person chosen by the parties to solve a dispute between them. An arbitrator is empowered to make a final determination concerning the issue(s) in controversy and is bound only by his own DISCRETION. See also ARBITRATION.

ARCHIVE STORAGE area commonly used for storing old documents for safety and security.

AREA

1. two-dimensional space defined by boundaries, such as floor area, area of a lot, and market area.

2. scope or extent, as in area of expertise of a professional.

AREA CODE three-digit telephone number prefix corresponding to a geographical area that allows direct long-distance dialing.

ARGUMENT in a computer spreadsheet program, values that must be specified for a given function. For example, in Excel the PMT function calculates the periodic payment for a loan based on the interest rate charged, the number of payments desired, and the principal amount. The syntax of the function is PMT (rate, nper, pv), where rate, nper, and pv are arguments.

ARITHMETIC MEAN average obtained by dividing the sum of two or more items by the number of items.

ARM’S-LENGTH TRANSACTION transaction among parties, each of whom acts in his or her own best interest. Transactions between the following parties would, in most cases, not be considered arm’s length: a husband and wife; a father and son; a corporation and one of its subsidiaries.

ARRAY collection of data that is given one name. An array is arranged so that each item in the array can be located when needed. An array is made up of a group of elements, which may be either numbers or character strings. Each element can be identified by a set of numbers known as subscripts, which indicate the row and column in which the element is located.

ARREARAGE

In general: amount of any past due obligation.

Investment: amount by which interest on bonds or dividends on CUMULATIVE PREFERRED STOCK is due and unpaid. In the case of cumulative preferred stock, common dividends cannot be paid by a company as long as preferred dividends are in arrears.

ARREARS, IN

1. at the end of a term. Interest on mortgage loans is normally paid in arrears; that is, interest is paid at the end of a month or other period. Generally, rent and insurance premiums are paid in advance.

2. in default; overdue in payment.

ARTICLES OF INCORPORATION document that creates a private corporation according to the general corporation laws of the state.

ARTIFICIAL INTELLIGENCE (AI) branch of computer science that deals with using computers to simulate human thinking. Artificial intelligence is concerned with building computer programs that can solve problems creatively, rather than simply working through the steps of a solution designed by the programmer.

ASA a senior professional designation offered by the American Society of Appraisers. The ASA designation is awarded upon meeting rigorous  requirements that include extensive experience, education, and approved appraisal reports.

ASBESTOS insulation material frequently used in older buildings as pipe wrap, boiler insulation, floor tile, and ceiling coating. Asbestos may become friable (brittle) with age. In that condition, it may crumble and release particles that, like dust, become airborne. Breathing asbestos particles may cause several serious lung illnesses. Removal or encapsulation of asbestos in buildings is expensive but necessary to prevent illness. The discovery of asbestos in a building is likely to cause a significant value loss. Disclosure of asbestos to a prospective buyer or tenant is likely to be required upon the sale or lease of real estate.

ASCII (American Standard Code for Information Interchange) standard code for representing characters as binary numbers, used on most microcomputers, computer terminals, and printers. In addition to printable characters, the ASCII code includes control characters to indicate carriage return, backspace, and the like.

AS IS commercial term denoting agreement that buyer shall accept delivery of goods in the condition in which they are found on inspection prior to purchase, even if they are damaged or defective. LATENT DEFECTS are generally excepted.

ASKED selling price a property owner sets for the property. See also ASKING PRICE; BID AND ASKED.

ASKING PRICE

1. price at which an investment is offered for sale; also called ask price, asked price, ask, or OFFERING PRICE.

2. per-share price at which mutual fund shares are offered to the public, usually the NET ASSET VALUE per share plus a sales charge, if any. See also BID AND ASKED.

ASSAY test of a metal’s purity to verify its content, such as to determine whether gold is 99.5% fine.

ASSEMBLAGE combining of two or more parcels of land. For example, suppose someone buys two ADJOINING properties of land for $10,000 each. The large unified tract is worth $25,000. The process is assemblage. See also PLOTTAGE VALUE.

ASSEMBLY LANGUAGE computer language in which each statement corresponds to one machine language statement. Assembly languages are more cumbersome to use than regular or high-level programming languages, but they are much easier to use than pure machine languages, which require that all instructions be written in binary code.

ASSEMBLY LINE production method requiring workers to perform a repetitive task on a product as it moves along on a conveyor belt or  track. An assembly line has the advantages of part standardization and rationalization of work. See also ASSEMBLY PLANT.

ASSEMBLY PLANT physical plant where an assembly line is located, where production-line assembly work occurs. See also ASSEMBLY LINE.

ASSESS

1. to determine the value of something.

2. to fix the value of property on the basis of which property taxes will be calculated.

ASSESSED VALUATION dollar value assigned to property by a municipality for purposes of assessing taxes, which are based on the number of mills per dollar of assessed valuation. If a house is assessed at $100,000 and the tax rate is 50 mills, the tax is $5,000.

ASSESSMENT

1. amount of tax or special payment due to a municipality or association. See also ASSESSMENT RATIO.

2. proportionate share of a common expense.

ASSESSMENT OF DEFICIENCY amount of tax determined to be due after an appellate review within the Internal Revenue Service and a tax court adjudication (if requested).

ASSESSMENT RATIO ratio of assessed value to MARKET VALUE. For example, a county requires a 40% assessment ratio on all property to be taxed. Property with a $10,000 market value is therefore assessed at $4,000 (40% of $10,000), and the TAX RATE is applied to $4,000.

ASSESSMENT ROLL public record of the assessed value of property in a taxing jurisdiction. The assessment roll of a town, for instance, lists each individual tract of land within its taxing jurisdiction and shows the assessed value of each.

ASSESSOR official who determines property values, generally for real estate taxes.

ASSET anything owned that has value; any interest in REAL PROPERTY or PERSONAL PROPERTY that can be used for payment of debts. See also CAPITAL ASSETS; CURRENT ASSET; FIXED ASSET; QUICK ASSET.

ASSET ALLOCATION method of targeting investments to appropriate proportions of asset classes to achieve the highest investment return while minimizing risk. Proportions can vary according to market conditions. During a high-interest-rate period, a large proportion of the investments will be targeted to interest-bearing securities, while during a period of low interest rates a greater proportion of the investments will be directed into equity investments. See also INVESTMENT PORTFOLIO.

ASSET-BACKED SECURITIES BONDS or NOTES backed by loan paper or ACCOUNTS RECEIVABLE originated by banks, credit card companies,  or other providers of credit and often enhanced by a bank LETTER OF CREDIT or by insurance coverage provided by an institution other than the issuer. See COLLATERALIZED MORTGAGE OBLIGATION (CMO).

ASSET BUBBLE inflationary valuation of asset prices resulting from excess demand. Typically, asset bubbles occur in one particular asset category, such as tulips in the first recorded asset bubble, the Dutch tulipomania of 1637, which quickly collapsed. The 2005-2006 real estate bubble in the United States preceded the Great Recession of 2007-2009. Low interest rates and governmental stimulus programs for a particular asset class exacerbate asset bubbles.

ASSET DEMAND FOR MONEY holding money, instead of other investment assets, for its function as a store of value.

ASSIGN sign a document transferring ownership from one party to another. Ownership can be in a number of forms, including tangible property, rights (usually arising out of contracts), or the right to transfer ownership at some later time. The party who assigns is the ASSIGNOR and the party who receives the transfer of title—the assignment—is the ASSIGNEE.

ASSIGNED RISK in automobile insurance, a class of persons to whom insurance companies will not issue policies voluntarily, usually because their record of prior accidents has made them a high risk, and who therefore are assigned by state law to insurance companies and must pay higher rates.

ASSIGNEE person to whom an agreement or contract is sold or transferred. See also ASSIGNOR.

ASSIGNMENT transfer of rights under an insurance policy to another person or business. For example, to secure a debt, it is not uncommon for the policyowner to transfer to the creditor his rights to borrow on the cash value. Life insurance policies are freely assignable to secure loans and notes (property and casualty insurance policies are not). Creditors such as banks often have printed assignment forms on hand at the time of making loans.

ASSIGNMENT OF INCOME taxpayer’s direction that income earned by him be paid to another person so that it will be considered the other person’s income for federal tax purposes.

ASSIGNMENT OF LEASE transfer of rights to use leased property. The ASSIGNEE acquires the same rights and privileges as the ASSIGNOR. The assignor remains liable unless released by the landlord.

ASSIGNOR party who assigns or transfers an agreement or contract to another. Suppose Davis has an option to buy certain land. She assigns her rights to Baker, so that Baker now has the same rights. Davis is the assignor. Baker is the ASSIGNEE. See also ASSIGN.

ASSIMILATION absorption of a new issue of stock by the investing public after all shares have been sold by the issue’s underwriters. See also ABSORBED.

ASSOCIATION a body of persons united without a charter, but upon the methods and forms used by incorporated bodies, for the prosecution of some common enterprise. Some entities may be associations taxable as a corporation.

ASSOCIATION OF CERTIFIED FRAUD EXAMINERS (ACFE) a 35,000-member global association dedicated to providing anti-fraud education and training in business. Awards the CFE designation.

ASSUMABLE LOAN a mortgage loan that allows a new home purchaser to undertake the obligation of the existing loan with no change in loan terms. Loans without DUE-ON-SALE CLAUSES, including most FHA and VA mortgages, are generally assumable.

ASSUMPTION FEE a charge levied by a lender to a buyer who assumes the existing loan on the subject property.

ASSUMPTION OF MORTGAGE taking upon oneself the obligations of a mortgagor toward a mortgagee, generally as part of the purchase price of a parcel of real estate. By assuming the mortgage rather than taking SUBJECT TO THE MORTGAGE, the purchaser becomes personally liable on the debt. The seller is not relieved of the obligation unless the lender agrees to do so in a NOVATION. Many lenders refuse to allow mortgage loans to be assumed unless they approve of the transaction; often they require points or increase the face rate of interest. See ASSUMABLE LOAN.

ASSUMPTION OF RISK technique of risk management (better known as retention or SELF-INSURANCE) under which an individual or business firm assumes expected losses that are not catastrophic, but protects against catastrophic losses through the purchase of insurance. For example, a business firm assumes the risk of absenteeism by its employees because of minor illness, but buys disability insurance to cover absences due to extended illness. Also refers to (1) instances where insureds place themselves in situations that they realize pose a danger, and (2) the acceptance of risks by an insurance company.

ASTERISK the * character. It is used as a reference mark for footnotes, to represent multiplication in mathematical expressions, and as a “wildcard” variable in filename and data searches.

ASYNCHRONOUS processes that are not synchronized. For example, most computer terminals use asynchronous data transmission, in which the terminal or the computer is free to transmit any number of characters at any time. (The bits constituting each character are transmitted at a fixed rate, but the pauses between characters can be of any duration.) Synchronous terminals, by contrast, transmit an entire screen full of information at once.

ATM

1. (often lowercase) online abbreviation for “at the moment” (i.e., now).

2. in banking, abbreviation for automated teller machine.

AT PAR at a price equal to the face, or nominal, value of a security. See also PAR VALUE.

AT RISK exposed to the danger of loss. Investors in a limited partnership can claim tax deductions only if they can prove that there is a chance they can lose money. Deductions will be disallowed if the limited partners are not exposed to economic risk—if, for example, the general partner guarantees to return all capital to limited partners even if the business venture should lose money. It generally applies to tax-sheltered investments, except real estate financed by qualified third-party debt.

AT-RISK RULES tax laws that limit the amount of tax losses an investor (particularly a LIMITED PARTNER) can claim from certain industries, including oil and gas, movie production, farming, and real estate. This means that losses will be deductible only to the extent of money the equity investor stands to lose.

AT SIGN the character @, which stands for the word at. Once used in pricing (e.g., three items @ $1 each), it is now more common in E-MAIL ADDRESSES, which usually have the format jdoe@isp.com.

ATTACHMENT

Computers: a binary file sent with an E-MAIL message.

Insurance: addition to a basic insurance policy to further explain coverages, add or exclude perils and locations covered, and add or delete positions covered. For example, an attachment to the STANDARD FIRE POLICY might add coverage for vandalism and malicious mischief. This form has largely been replaced by an ENDORSEMENT or rider.

ATTAINED AGE insured’s age at a particular point in time. For example, many term life insurance policies allow an insured to convert to permanent insurance without a physical examination at the insured’s then attained age. Upon conversion, the premium usually rises substantially to reflect the insured’s increased age and diminished life expectancy. Since later in life rates become prohibitive, many insureds do not make an attained age conversion.

ATTENTION act of noticing an advertisement or commercial; a component of information or perceptual processing. Since consumers will usually take note of things relevant to their needs, attitudes, or beliefs, attention is selective. There have been cases in advertising history where attention was drawn to the advertising but, unhappily, not to the product being advertised.

ATTENTION LINE place on a label or envelope to write the name of the person who should receive the shipment.

ATTEST to affirm as true or bear witness to. One may attest by signing one’s name as a witness to the execution of a document.

AT THE CLOSE order to buy or sell a security within the final 30 seconds of trading. Brokers never guarantee that such orders will be executed.

AT THE MARKET see MARKET ORDER.

AT THE OPENING customer’s order to a broker to buy or sell a security at the price that applies when an exchange opens. If the order is not executed at that time, it is automatically canceled.

ATTITUDES mental position or emotional feelings about products, services, companies, ideas, issues, or institutions. Attitudes are shaped by DEMOGRAPHICS, social values, and personality. In advertising, the desire is to generate favorable perceptions toward the thing being advertised, and to promote positive consumer attitudes.

ATTORNEY-AT-LAW person admitted to practice law in a jurisdiction, authorized to perform both civil and criminal legal functions for clients. These functions include drafting of legal documents, giving legal advice, and representing clients before courts, administrative agencies, boards, etc.

ATTORNEY-IN-FACT one who is authorized to act for another under a POWER OF ATTORNEY, which may be general or limited in scope. A person need not be an ATTORNEY-AT-LAW to be an attorney-in-fact.

ATTORNMENT tenant’s formal agreement to be a tenant of a new landlord.

ATTRACTIVE NUISANCE property that is inherently dangerous and particularly enticing to children. For example, a swimming pool has a strong attraction to children and could lead to a liability judgment against the pool’s owner. The owner must take all necessary steps to prevent accidents, such as building an adequate fence around the pool.

ATTRIBUTE a characteristic, such as a color, product type, or name, that can be used to group data with similarities. See ATTRIBUTE SAMPLING. Also, in WORD PROCESSING programs, a font characteristic such as size, color, bold, italic, all caps, superscript, and the like.

ATTRIBUTE SAMPLING statistical procedure used to study characteristics of a population. An attribute is a qualitative characteristic that a unit of a population either possesses or does not possess. For example, an account receivable is either past due or not; proper authorization for a payment either exists or does not. Thus the population under consideration is composed of two mutually exclusive classes—units possessing the attribute and units not possessing it. See also VARIABLES SAMPLING.

ATTRITION normal and uncontrollable reduction of a work force because of retirement, death, sickness, and relocation. It is one method of reducing the size of a work force without management taking any overt actions. The drawback to reduction by attrition is that reductions are often unpredictable and can leave gaps in an organization.

AUCTION or AUCTION SALE way of marketing property without a set price. BIDS are taken verbally on the spot, by phone, by mail, by telegram, etc., and the property is sold to the highest bidder. Auctioning real estate may require both an auctioneer’s license and a real estate license. See also DUTCH AUCTION.

AUCTION EXCHANGES centralized securities trading markets where SECURITIES are bought and sold in an orderly manner through security brokers. Securities, including equities, bonds, options, closed-end funds, and futures, are bought and sold through bid and offer prices. The highest bid and the lowest offer have precedence in completing a purchase or sale, respectively. The first bid or offer has priority over later bids and offers. Of the nine major auction exchanges in the United States, the largest is the New York Stock Exchange, where more than 3,000 different securities are traded daily. See also DEALER EXCHANGE.

AUCTIONING posting an online request for goods and services, allowing suppliers to bid for the business.

AUDIENCE

In general:

1. group of people assembled in a studio, theater, or auditorium to witness a presentation or performance.

2. personal meeting of a formal nature, as an audience with the Pope.

Advertising: total number of people who may receive an advertising message delivered by a medium or a combination of media.

Communications: total number of readers, viewers, or listeners reached by the appropriate medium.

AUDIT inspection of the accounting records and procedures of a business, government unit, or other reporting entity by a trained accountant, for the purpose of verifying the accuracy and completeness of the records. It may be conducted by a member of the organization (internal audit) or by an outsider (independent audit). A CPA audit determines the overall validity of financial statements. A tax (IRS) audit determines whether the appropriate tax was paid. An internal audit generally determines whether the company’s procedures are followed and whether embezzlement or other illegal activity occurred.

AUDIT LIMITED AUDIT having a narrow scope, such as being limited to certain accounts, a period shorter than one year, or where the AUDITOR’S access to records was restricted. A tax return audit may be limited to certain deductions.

AUDITING STANDARDS guidelines to which an AUDITOR adheres. See also GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP).

AUDITOR

1. public officer charged by law with the duty of examining and verifying the expenditure of public funds.

2. accountant who performs a similar function for private parties.

AUDITOR’S CERTIFICATE, OPINION, OR REPORT see ACCOUNTANT’S OPINION.

AUDIT PROGRAM detailed listing of the steps to be taken by an AUDITOR, such as a CERTIFIED PUBLIC ACCOUNTANT (CPA), when analyzing transactions to determine the acceptability of financial statements. Major accounting firms may prepare an audit program for each client and require the person who does the work to sign or initial each step performed.

AUDIT TRAIL step-by-step record by which accounting data can be traced to their source. Questions as to the validity or accuracy of an accounting figure can be resolved by reviewing the sequence of events from which the figure resulted.

AUTARKY policy of establishing a self-sufficient and independent national economy. See also CLOSED ECONOMY.

AUTHENTICATION identification of a bond certificate as having been issued under a specific indenture, thus validating the bond. Also, legal verification of the genuineness of a document, as by the certification and seal of an authorized public official.

AUTHORITARIAN dictatorial and domineering. Authoritarian managers value employees’ unquestioned obedience. See also THEORY X.

AUTHORITARIAN SOCIETY existence of governmental authority over numerous phases of human conduct while approval by the people for governmental action does not exist. An authoritarian society is distinguished from a totalitarian society in that the latter covers all phases of human conduct.

AUTHORITY

1. power over others by sanctioned personnel within an organization. Managers have the authority to hire and fire personnel in an organization. With authority comes responsibility for one’s actions.

2. a government corporation or agency that administers a public enterprise.

AUTHORIZED SHARES or AUTHORIZED STOCK maximum number of shares a corporation may issue under its charter (as amended). A corporation need not issue all authorized shares.

AUTOGEN (AUTOMATED GENERATION OF FEDERAL TAX DEPOSIT COUPON) form mailed by the IRS to a taxpayer to accompany the employment tax deposit at any Federal Reserve Bank.

AUTOMATED TELLER MACHINE (ATM) computerized terminal providing cash dispensing and deposit acceptance banking transactions. ATM terminals have become very popular in many parts of the United States and provide individuals with 24-hour electronic access to their banking accounts without a bank teller. See also DEBIT CARD.

AUTOMATED VALUATION MODEL (AVM) computerized method for estimating the value of a property. Often used for mass APPRAISAL purposes, such as the reassessment of a city’s property tax base.

AUTOMATIC CHECKOFF in labor economics, authorization for the employer to deduct union dues and other assessments from an employee’s salary automatically and remit them to the labor union; also called compulsory checkoff. The deduction is a result of commitments or contractual agreements. An example is a COLLECTIVE BARGAINING agreement that requires union dues to be deducted each payroll period.

AUTOMATIC EXTENSION granting of more time for a taxpayer to file a tax return. By filing an IRS Form 4868 (Form 7004 for corporations) by the original due date of the tax return, a taxpayer can automatically extend his or her filing date, although the tax payment (based on the taxpayer’s best estimate) is still due on the original filing date.

AUTOMATIC (FISCAL) STABILIZERS built-in changes in government spending and taxation that tend to dampen the BUSINESS CYCLE. Nonindexed progressive income taxes increase tax collections during inflation, thus reducing demand; unemployment compensation increases during recession, thus increasing demand.

AUTOMATIC REINVESTMENT see DIVIDEND REINVESTMENT PLAN.

AUTOMATIC STAY the hold that a bankruptcy petition puts on all actions against a debtor, including sending demands for payment, filing a lawsuit, and repossession or foreclosure actions.

AUTOMATIC WITHDRAWAL mutual fund program that allows shareholders to receive a fixed payment each month or each quarter. The payment comes from dividends, including short-term capital gains, and income on securities held by the fund. Long-term capital gains are distributed annually when realized.

AUTOMATION operating a device by automatic (e.g., mechanical, electronic, or robotic) techniques.

AUTOMOBILE LIABILITY INSURANCE coverage in the event an insured is legally liable for bodily injury or property damage by automobile.

AUTOMOBILE POLICY, PERSONAL replacement for the earlier Family Automobile Policy (FAP) with these nine basis coverages:

1. Coverage A—Liability.

2. Coverage B—Medical Payments.

3. Coverage C—Uninsured Motorist Coverage.

4. Coverage D—Comprehensive.

5. Coverage E—Collision.

6. Coverage F—Car Rental Expense (optional).

7. Coverage G—Death, Dismemberment, and Loss of Sight (optional).

8. Coverage H—Total Disability (optional).

9. Coverage I—Loss of Earnings (optional).

AVATAR image representing a computer user in an online forum, chat room, or virtual reality program or game. Avatars range from simple, abstract images to complex, personalized, three-dimensional models. They may be used in place of photos on social networking sites such as Facebook and may be chosen by the user or randomly assigned, as when abstract images are used to denote anonymous comments on blog sites.

AVERAGE

In general: ARITHMETIC MEAN.

Finance: appropriately weighted and adjusted arithmetic mean of selected securities designed to represent market behavior generally or important segments of the market. Among the most familiar averages are the Dow Jones industrial and transportation averages.

AVERAGE COST total of all costs for all units bought (or produced), divided by the number of units acquired (or produced).

AVERAGE COST CURVE—LONG RUN a line on a graph that represents the average cost per unit to produce a product for a given level of output based on optimal production technology and scale.

AVERAGE COST CURVE—SHORT RUN a graphic depiction of the average cost per unit to produce a product for a given level of output based on current technology and scale employed by existing firms.

AVERAGE (DAILY) BALANCE often used by banks to compute interest charges, for example, on credit card balances, when issuing a monthly statement. It is calculated by summing the amount owed on each day of the month and dividing by the number of days in the month.

AVERAGE DOWN strategy to lower the average price paid for a company’s shares. Instead of buying the desired number of shares all at once, the investor would buy some shares initially and then buy additional shares as the price declined, thereby lowering the average cost for all shares bought.

AVERAGE FIXED COST see FIXED COST, AVERAGE.

AVERAGE TAX RATE total taxes paid divided by income. It indicates the amount of tax paid per dollar earned. See also MARGINAL TAX RATE.

AVOIDANCE OF TAX method by which a taxpayer legally reduces his tax liability, for example, by investing in a TAX SHELTER. Contrast with TAX EVASION.

AVOIDING PROBATE using certain techniques to eliminate assets from the legal PROBATE process. Jointly held property, living trusts, and lifetime giving are some ways to avoid probate. Avoiding probate does not avoid federal estate or gift tax.

AVOIRDUPOIS measure of weight customarily used for agricultural products and nonprecious metals. An avoirdupois ounce is lighter than a troy ounce; there are 16 ounces in an avoirdupois pound. See also TROY WEIGHT.

AVULSION sudden removal of land from one parcel to another, when a body of water, such as a river, abruptly changes its channel. See also ACCRETION.

AWARDS see PRIZES AND AWARDS.

AWAY FROM HOME sleeping arrangements are necessary for at least one night before returning home in order to deduct “ordinary and necessary” travel expenses on a business trip.

AXE TO GRIND a personal interest or hidden agenda. Someone with an axe to grind gets another person to work for no pay or uses others for his or her personal benefit.


B

BABY BELL one of the regional telephone companies spun off in 1981 by the Justice Department’s breakup of American Telephone and Telegraph (derived from the AT&T nickname, “Ma Bell”). Many Baby Bells have reconsolidated.

BABY BOND bond having a par value of less than $1,000, usually $500 or $25. Baby bonds bring the bond market within reach of small investors and, by the same token, open a source of funds to corporations that lack entree to the large institutional market.

BABY BOOMERS individuals who were born during the years immediately following World War II. This group of people represents a sizable portion of the consuming public, and their spending habits and lifestyle have a powerful influence on the economy. They represent a TARGET AUDIENCE for many advertisers.

BACHELOR OF BUSINESS ADMINISTRATION (BBA) degree from a four-year college where the graduate has concentrated in business subjects. The student takes mostly liberal arts courses for the first two years, an introduction to various business courses in the second and third years, and then specializes in a major subject such as accounting, finance, marketing, management, business statistics, or real estate in the fourth year.

BACKDATING dating any statement, document, check, right to stock options, or other instrument earlier than the date drawn.

BACK-END LOAD redemption charge an investor pays when withdrawing money from an investment. Most common in mutual funds and annuities, the back-end load is designed to discourage withdrawals. Back-end loads typically decline for each year that a shareholder remains in a fund. Also called contingent deferred sales load, deferred sales charge, exit fee, redemption charge.

BACKGROUND INVESTIGATION process of examining a job applicant’s past to determine how well his or her experience and skills match those required for the position.

BACKGROUND PROCESSING investigation by management of an employee’s job history and personal references; also called background check. A complete BACKGROUND INVESTIGATION is very time-consuming and expensive. However, background checks help to ensure that qualified personnel are placed in an organization.

BACK HAUL shipper’s movement when returning over a route previously used.

BACKLIT illuminated from behind. The LIQUID CRYSTAL DISPLAYS of notebook computers are much easier to see with backlighting.

BACKLOG value of unfilled orders placed with a manufacturing company. Whether the firm’s backlog is rising or falling is a clue to its future sales and earnings.

BACK OFFICE bank or brokerage house departments not directly involved in selling or trading. The back office sees to accounting records, compliance with government regulations, and communication between branches.

BACK PAY salaries and wages from a prior pay period.

BACKSLASH the character \ as compared to the forward slash /. Backslashes are used mainly in Internet addresses.

BACK-TO-BACK LETTER OF CREDIT (L/C) second LETTER OF CREDIT issued to a different beneficiary on the strength of a primary letter of credit. The second L/C uses the first L/C as collateral for the bank. Used in a three-party transaction.

BACK UP provide a second mechanism, record, or contract to protect against a possible failure of the primary mechanism. It is prudent to back up computer files regularly. See BACKUP.

BACKUP computer security protection method whereby several duplicate data files are stored on SECONDARY STORAGE DEVICES in the event a catastrophic event damages the computer’s main file storage system. It is advisable to store backup data files in different locations to guard against loss in the event of a fire, theft, or other unplanned event.

BACKUP WITHHOLDING procedure used to ensure that federal income tax is paid on earnings even though the recipient cannot be identified by a Social Security number. Banks, brokers, and other entities report nonwage earnings paid out on IRS Form 1099. When the form cannot be filed because it lacks the taxpayer’s Social Security number, 28% (through December 31, 2012) of the interest, dividends, or fees is withheld by the payer and remitted to the federal government.

BACKWARD-BENDING SUPPLY CURVE graph illustrating the thesis that as wages increase, people will substitute leisure for working. Eventually wages can get so high that if they increase, less labor will be offered in the market.

BACKWARD VERTICAL INTEGRATION process by which a firm takes ownership or increased control of its supply systems. It serves to streamline the organization, to provide better cost controls, and to eliminate the middleman. Because of efficiency and lowered costs of production it is possible for the firm to become more competitive in the marketplace.

BAD CHECK see NSF; RUBBER CHECK.

BAD DEBT debt that is not collectible and is therefore worthless to the CREDITOR. A debt may become uncollectible because the debtor is insolvent. A business bad debt may be written off under the SPECIFIC-CHARGE-OFF METHOD. A personal bad debt is normally not deductible and, if allowed deductible by the IRS, would be treated as a short-term capital loss, which is limited to $3,000 per year.

BAD-DEBT RECOVERY receipt of an amount, partially or in full, previously written off as uncollectible.

BAD-DEBT RESERVE offset to ACCOUNTS RECEIVABLE, with amounts that can be expected to be uncollectible. For example, if a business determines that, on the average, 3% of its accounts receivable becomes worthless during the taxable year, the business may deduct 3% and add this amount to its bad-debt reserve. The Tax Reform Act of 1986 repealed this reserve method for all businesses except certain financial and thrift institutions.

BAD TITLE a purported title that is legally insufficient to CONVEY property to the purchaser. A title that is not a MARKETABLE TITLE is not necessarily a bad title, but a title that is bad is not marketable and a purchaser ordinarily is not compelled to accept it.

BAIL BOND monetary guarantee that an individual released from jail will be present in court at the appointed time. If the individual is not present in court at that time (has jumped bail), the monetary value of the bond is forfeited to the court.

BAILEE person who has temporary custody of the personal property of another. The degree of liability for such property varies. For example, if furniture is turned over to a moving company for transportation, the moving company is the bailee during the time the furniture is in its hands.

BAILEE’S CUSTOMERS INSURANCE coverage for legal liability resulting from damage or destruction of the BAILOR’S property while under the BAILEE’S temporary care, custody, and control. Includes property on or in transit to and from the bailee’s premises.

BAILMENT delivery of PERSONAL PROPERTY to be held in TRUST. The term also refers to the relationship that arises where one person, the BAILOR, delivers property to another, the BAILEE, to hold, with control and POSSESSION of the property passing to the bailee.

BAILOR the party who has given custody of property to a BAILEE.

BAILOUT an effort by the government to provide sufficient financial assistance to prevent the failure of a specific private or quasi-private entity. The program may consist of loans or grants to satisfy outstanding debts or may involve government purchase of an equity position in the firm.

BAIT AND SWITCH ADVERTISING method of consumer deception that involves advertising in such an attractive way as to bring the customer in, followed by disparagement of the advertised product (which the seller in truth does not desire to sell) to cause the customer to switch to a more expensive product. This device is also frequently termed disparagement. The Federal Trade Commission and statutes in many states prohibit this sort of advertising.

BAIT AND SWITCH PRICING illegal practice based on a retailer luring customers into a store by advertising items at exceptionally low prices and then telling the customers that the items are out of stock or are of inferior quality. The retailer has no intention of selling the advertised items; instead the consumer is switched to higher price (margin) items.

BAKER’S DOZEN thirteen. Bakers, concerned over possible penalties for short weight in a product, provided an extra for good measure.

BALANCE

1. amount owed on a loan.

2. amount shown in an account; difference between debits and credits in an account. If credits exceed debits, it is called a CREDIT BALANCE.

BALANCED BUDGET see BUDGET; GRAMM-RUDMAN-HOLLINGS AMENDMENT. Contrast with DEFICIT; SURPLUS.

BALANCED MUTUAL FUND fund that buys common stock, preferred stock, and bonds in an effort to obtain the highest return consistent with a low-risk strategy.

BALANCE OF PAYMENTS system of recording all of a country’s economic transactions with the rest of the world during a particular time period. The balance of payments is typically divided into three accounts—current, capital, and official reserves—and these can show a surplus or a deficit. There can be no surplus or deficit on the overall balance of payments. See also BALANCE OF TRADE.

BALANCE OF TRADE difference over a period of time between the value of a country’s imports and exports of merchandise. When a country exports more than it imports, it is said to have a surplus, or favorable balance of trade; when imports predominate, the balance is in deficit and is called unfavorable. The balance of trade is made up of transactions in merchandise.

BALANCE SHEET financial statement that gives an accounting picture of property owned by a company and of claims against the property on a specific date. The left (debit) side of a balance sheet states assets; the right (credit) side shows liabilities and owners’ equity. The two sides must be equal (balance). The balance sheet is like a snapshot of the position of an individual or business at one point in time.

BALANCE SHEET RESERVES an amount in pension plans expressed as a liability on the insurance company’s BALANCE SHEET for benefits owed to policyowners. These reserves must be maintained according  to strict actuarial formulas as they serve to guarantee that all benefit payments for which the insurance company has received premiums will be made.

BALLOON, BALLOON NOTE see BALLOON PAYMENT.

BALLOON PAYMENT final payment on a loan when that payment is greater than the preceding installment payments and pays the loan in full. For example, a debt requires interest-only payments annually for five years, at the end of which time the principal balance (a balloon payment) is due.

BALLOON POPUP, BALLOON PROMPT a message that pops up on the Windows taskbar in the shape of a balloon or cartoon speech bubble. See also POPUP ADVERTISING.

BALLOT

1. vote

2. voting method whereby members of a work group (BARGAINING UNIT) determine whether they shall be represented by a particular union (bargaining agent). In order for a bargaining agent to be certified, it must receive a majority of the ballots cast in the bargaining unit.

BALLPARK (slang) general range; often an expected or appropriate range of results. A ballpark figure is a rough estimate.

BAND-AID TREATMENT treatment of symptoms rather than causes; attempting to cover up a problem rather than get to the root of it.

BAND OF INVESTMENT a weighted average of debt and equity rates. See WEIGHTED AVERAGE COST OF CAPITAL (WACC).
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BANK business entity formed to maintain savings and checking accounts, issue loans and credit, and deal in negotiable securities issued by government agencies and by corporations. Banks are strictly regulated and fall into the following three categories according to the legal limitations upon their activities: COMMERCIAL BANK; SAVINGS AND LOAN ASSOCIATION (S&L); SAVINGS BANK.

BANK DRAFT same as BILL OF EXCHANGE.

BANKER’S ACCEPTANCE time draft drawn on and accepted by a bank, the customary means of effecting payment for merchandise sold in import-export transactions, and a source of financing used extensively in international trade. See also LETTER OF CREDIT.

BANKER’S YEAR convention that standardizes the length of a month at 30 days and a year at 360 days.

BANK FOR INTERNATIONAL SETTLEMENTS an international banking facility located in Switzerland that promotes cooperation among central banks and serves as the lender of last resort to some less-developed countries.

BANK HOLDING COMPANY company that owns or controls two or more banks or other bank holding companies. Such companies must register with the BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM and hence are called registered bank holding companies.

BANK LINE bank’s moral commitment, as opposed to its contractual commitment, to make loans to a particular borrower up to a specified maximum during a specified period, usually one year. Because a bank line—also called a line of credit—is not a legal commitment, it is not customary to charge a commitment fee.

BANK MONEY money that is “created” by commercial banks in a fractional reserve system, whereby they make loans using money that has been deposited with them.

BANKRUPTCY state of insolvency of an individual or an organization, that is, an inability to pay debts. There are two kinds of legal bankruptcy under U.S. law: Chapter 7 or involuntary, when one or more creditors petition to have a debtor judged insolvent by a court; and Chapter 11, or voluntary, when the debtor brings the petition. In both cases the objective is an orderly and equitable settlement of obligations. See also CHAPTER 7 OF THE 1978 BANKRUPTCY ACT; CHAPTER 11 OF THE 1978 BANKRUPTCY ACT; CHAPTER 13 OF THE 1978 BANKRUPTCY ACT.

BANKRUPTCY COURT specialized court established by Congress, pursuant to Article I of the Constitution, to address matters arising in or under a bankruptcy case.

BANKRUPTCY PETITION the document filed with the bankruptcy clerk’s office to initiate the bankruptcy. It states which chapter the debtor is filing under, includes information about the debtor, its creditors, and lists assets, liabilities, and asset transfers in the last 12 months.

BANK TRUST DEPARTMENT part of a bank engaged in settling estates, administering trusts and guardianships, and performing agency services. As part of its personal trust and ESTATE PLANNING services, it manages investments for large accounts. Known for their conservative investment philosophy, such departments have custody over billions of dollars. The departments also act as trustees for corporate bonds, administer pension and profit-sharing plans, and function as TRANSFER AGENTS.

BANNER AD rectangular advertisement displayed on a Web page, often appearing at the top. Normally it contains a HYPERLINK to the advertiser’s Web site.

BAR

1. in legal procedure, a barrier to relitigating an ISSUE. A bar operates to deny a party the right or privilege of rechallenging issues in subsequent litigation. The prevailing party in a lawsuit can use his favorable decision to bar retrial of the action.

2. the legal profession.

BAR CODE pattern of wide and narrow bars, printed on paper or a similar material. A computer reads the bar code by scanning it with a laser beam or with a wand that contains a light source and a photocell. Bar codes have been utilized to encode many kinds of data, including complete programs for some programmable calculators. The most familiar bar code is the Universal Product Code (see illustration) used with cash registers in supermarkets.
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BARGAIN AND SALE DEED in the form of a contract that conveys property and transfers title to the buyer but lacks any guarantee from the seller as to the validity of the title. It is commonly used today to convey title to real estate and transfers to the new owner whatever interest the grantor had. See also QUITCLAIM DEED; WARRANTY DEED.

BARGAIN BASEMENT retail location of a main store, often in the basement, where discounted merchandise is sold. The original purpose was to move unsold merchandise. The term has been adopted by other retailers that are exclusively bargain basement.

BARGAIN HUNTER

1. consumer very sensitive to price, who will buy the product or service from the cheapest source.

2. investor who buys undervalued stock hoping for price appreciation. See also BOTTOM FISHER.

BARGAINING negotiating for a better price, terms, working conditions, etc. See also COLLECTIVE BARGAINING; PATTERN BARGAINING.

BARGAINING AGENT union or individual certified through a secret ballot process to be the exclusive representative of all the employees in a BARGAINING UNIT or group; also called bargaining representative. In order for a bargaining agent to be certified, it must receive a majority of the BALLOTS cast in the bargaining unit.

BARGAINING UNIT group of employees certified by the NATIONAL LABOR RELATIONS BOARD to be able to be included in a union or BARGAINING AGENT. Legal constraints and guidelines exist for the unit. Professional and nonprofessional groups cannot be included in the same unit, and a craft unit cannot be placed in a larger unit unless both groups agree to it.

BAR GRAPH a type of chart that displays information by representing quantities as rectangular bars of different lengths (vertically or horizontally). Sometimes symbols are stacked or stretched to the appropriate heights or widths to lend some visual interest to the chart.

BAROMETER selective compilation of economic and market data designed to represent larger trends. Consumer spending, housing starts, and interest rates are barometers used in economic forecasting. The Dow Jones Industrial Average and Standard & Poor’s 500 Stock Index are prominent stock market barometers.

BARRIERS TO ENTRY conditions making entry into certain businesses extremely difficult. These include high funding requirements, high technological or trade learning curves, unknown or little known business practices, tightly controlled markets, stringent licensing procedures, the need for highly skilled or trained employees, long lead times, and specially designed facilities.

BARRISTER in England, a legal practitioner whose function is similar to that of a U.S. trial lawyer, although the barrister does not prepare the case from the start. His solicitor assembles the materials necessary for presentation to the court and settles cases out of court.

BARTER trade of goods and services without use of money. Income from a barter transaction is taxable income.

BASEL ACCORDS three versions, with numerous amendments, of an international banking agreement developed by the Basel Committee. The Basel Accords seek to establish a stable international banking system by specifying capital requirements, internal measures of risk assessment, bank supervisory review standards, and market discipline by disclosing available capital, risk exposure, and assessment as a measure of the institution’s capital adequacy. See also BASEL CAPITAL ACCORDS.

BASEL CAPITAL ACCORDS consist of Basel I, Basel II, and Basel III accords. Each successive accord seeks to develop better-defined measures of bank capital requirements. Tier 1 capital requirements define the quantity and quality of common equity. Tier 2 capital levels are other forms of assets banks may have. Under Basel III, Tier 1 levels of capital, primarily cash and cash equivalents, have been raised to 7% of all bank assets. See also BASEL ACCORDS.

BASE PAY RATE employee’s hourly wage; regular rate of pay upon which overtime and other wage supplements are computed.

BASE PERIOD particular time in the past used as the yardstick or starting point when measuring economic data. A base period is usually a year or an average of years; it can also be a month or other time period.

BASE RENT minimum rent due under a lease that has a percentage or participation requirement. For example, XYZ Corp. leases retail space in a mall. Under the lease XYZ must pay a base rent of $2,000 per month plus 5% of all sales revenue over $50,000 per month. See also PERCENTAGE LEASE.

BASE-YEAR ANALYSIS analysis of trends in economic data using parameters from a specified year. Expressing data such as the GROSS DOMESTIC PRODUCT in CONSTANT DOLLARS uses price levels of a specific base year so as to eliminate the effect of inflation upon the data.

BASIC (Beginner’s All-Purpose Symbolic Instruction Code) programming language used in early PCs.

BASIC INDUSTRY MULTIPLIER in economic base analysis, the ratio of total population in a local area to employment in basic industry. Basic industry is considered to be any concern that attracts income from outside the local area. The jobs added in basic industry may also contribute to the need for local service jobs (telephone operator, nurse, supermarket clerk, etc.); and, if the workers have families, additional new people may be brought to the area.

BASIS amount usually representing the taxpayer’s cost in acquiring an asset. It is used for a variety of tax purposes including computation of gain or loss on the sale or exchange of the asset and depreciation with respect to the asset. See also ADJUSTED BASIS; CARRYOVER; RECOVERY OF BASIS; STEPPED-UP BASIS.

BASIS POINT smallest measure used in quoting yields on mortgages, bonds, and notes. One basis point is 0.01% of yield. Thus a yield that changed from 10.67% to 11.57% moved up by 90 basis points.

BATCH PROCESSING procedure whereby a user gives a computer a batch of information, referred to as a job—for example, a program and its input data on punched cards—and waits for it to be processed as a whole. Batch processing contrasts with interactive processing, in which the user communicates with the computer by means of a terminal while the program is running.

BAUD measurement of the speed of a modem, specifically the number of times per second a communications channel changes the carrier signal it sends on the phone line. A 56,000-baud (56K) modem changes the signal 56,000 times a second. Baud is often confused with bits per second (BPS); technically, they are different measurements.

BAYESIAN APPROACH TO DECISION MAKING methodology that incorporates new information or data into the decision process. When making a decision for which insufficient empirical estimates are available, certain assumptions are stated. As further information becomes available, the original assumptions are refined and/or corrected.

BBS bulletin board service, offered by on-line computer networks, allowing users to check notices on an electronic bulletin board in various areas of interest.

BEAR person who thinks a market will fall. Bears may sell a stock short or buy a PUT OPTION to take advantage of the anticipated drop. Contrast with BULL.

BEARER the person in possession of an instrument, document of title, or security payable to bearer or endorsed in blank. A note payable to “bearer” is payable to any person who successively holds the note BONA FIDE, not by virtue of any assignment of promise, but by an original and direct promise moving from the maker to the “bearer.”

BEARER BOND, BEARER FORM, or BEARER PAPER security not registered on the books of the issuing corporation and thus payable to the person possessing it. A bearer bond has coupons attached, which the bondholder sends in or presents on the interest date for payment, hence the alternative name coupon bonds.

BEAR HUG in corporate takeovers, an offer by a suitor at a price well in excess of a target’s current market value. If management resists, it risks violating its fiduciary obligation to act in the shareholders’ best interest.

BEAR MARKET prolonged period of declining stock prices, sometimes defined as a 20% decline. See also BULL MARKET, CORRECTION.

BEAR RAID attempt by investors to manipulate the price of a stock downward by selling large numbers of shares short. Bear raids are illegal under Securities and Exchange Commission rules. See SECURITIES AND EXCHANGE COMMISSION (SEC).

BEDROOM COMMUNITY residential community in the suburbs, often near an employment center, but itself providing few employment opportunities.

BEFORE-AND-AFTER RULE in an EMINENT DOMAIN award, practice followed by many jurisdictions of appraising the property value both before and after the taking, considering enhancement or injury to the property that was the result of CONDEMNATION.

BEFORE-TAX CASH FLOW CASH FLOW prior to deducting income tax payments or adding income tax benefits.

BEGGAR-THY-NEIGHBOR POLICY government rules that attempt to promote domestic industry by raising the cost to consumers of purchasing imported goods. The principal method is to impose tariffs on selected goods imported from all or selected countries. Also used are quotas that limit the amount of a good that can be imported. A more subtle technique is to devalue the local currency to make imported goods more expensive to domestic consumers.

BEHAVIOR MODIFICATION

1. employment of positive or negative reinforcement to alter the actions of an individual or group.

2. change in personality or attitude based on new information and experiences. For example, a salesperson may change the approach of dealing with a customer once the customer’s likes and dislikes are known. A change in behavior often occurs with maturity and greater understanding about one’s self and others.

BELLS AND WHISTLES innovative and flashy, but often unnecessary and confusing, features of a product such as computer hardware or software. Originally referred to the “toy boxes” on theater organs of the silent-movie era.

BELLWETHER security seen as an indicator of a market’s direction. In stocks, IBM has long been considered a bellwether because so much of its stock is owned by institutional investors who have much control over supply and demand on the stock market. In bonds, the 30-year U.S. Treasury Bond is considered the bellwether, denoting the direction in which all other bonds are likely to move.

BELLY UP slang for bankrupt, a reference to the posture of a dead fish. See also BANKRUPTCY.

BELOW PAR at a price below the face, or nominal, value of a security, especially a bond. Generally, the difference between the price paid and the amount received upon sale or maturity is taxed as a capital gain.

BELOW-THE-LINE DEDUCTION see ITEMIZED DEDUCTION.

BELTWAY highway that encircles a metropolitan area and serves to provide access to outlying suburban areas as well as a bypass around the central urban area; also called a loop or a perimeter or circumferential highway.

BENCHMARK

1. a study to compare actual performance to a standard of typical competence.

2. standard unit for the basis of comparison; universal unit that is identified with sufficient detail so that other similar classifications can be compared as being above, below, or comparable to the benchmark standard. For example, the 3-month federal Treasury Bill rate is a benchmark for all U.S. interest rates.

BENEFICIAL INTEREST EQUITABLE interest in a trust held by the BENEFICIARY of the trust, as distinguished from the interest of the TRUSTEE who holds legal title. Any person who under the terms of a trust instrument has the right to the income or principal of the trust fund has a beneficial interest in the trust.

BENEFICIAL OWNER person who enjoys the benefits of ownership, even though the title is in another name. When shares of a mutual fund are held by a custodian bank or when securities are held by a broker in STREET NAME, the real owner is the beneficial owner, even though, for safety or convenience, the bank or broker holds title.

BENEFICIARY the person who receives or is to receive the benefits resulting from certain acts. For example, a person entitled to the benefits from trust property or from an insurance policy.

BENEFICIARY, CHANGE OF see CHANGE OF BENEFICIARY PROVISION.

BENEFIT

1. something that contributes to an organization, such as enhanced profitability, better efficiency, or reduced risk. An example is the technological introduction of a new machine that will enhance the quality and quantity of the production process.

2. payment made by an insurance company to an individual due to the occurrence of an event, such as death or sickness.

3. any fringe benefit, such as subsidized lunches, day care, and health club. See also FRINGE BENEFIT.

4. corporation-sponsored performance to raise funds for a needy cause.

BENEFIT-BASED PENSION PLAN corporate-guaranteed payment of insured BENEFITS if covered plans terminate without having sufficient assets to pay such benefits.

BENEFIT PRINCIPLE proposition that those who benefit from government expenditures, which are financed by taxes, also should pay the taxes that finance them.

BEQUEATH make a BEQUEST; transfer PERSONAL PROPERTY by WILL.

BEQUEST gift of PERSONAL PROPERTY by WILL. REAL PROPERTY is usually transferred by a devise. The term disposition encompasses both a bequest of personalty and a devise of realty.

BEST EFFORT arrangement whereby investment bankers, acting as agents, agree to do their best to sell an issue to the public. Instead of buying the securities outright, these agents have an option to buy and an authority to sell the securities.

BEST PRACTICES successful standard operating procedures for a given business type. Consultants observe and evaluate various firms and gather information on what works. They then offer their conclusions on the best practices for the given industry to another client.

BEST’S RATING rating of financial soundness given to insurance companies by Best’s Rating Service. The top rating is A+. A Best’s rating is important to buyers of insurance or annuities because it informs them whether a company is financially sound. Best’s ratings are also important to investors in insurance stocks.

BETA COEFFICIENT measure of a stock’s relative volatility. The beta is the covariance of a stock in relation to the rest of the stock market. The STANDARD & POOR’S INDEX has a beta coefficient of 1. Any stock with a higher beta is more volatile than the market, and any with a lower beta can be expected to rise and fall to a lesser extent than the market overall.

BETTERMENT improvement to real estate.

BIANNUAL occurring twice a year; same as SEMIANNUAL. Contrast with BIENNIAL—occurring every two years.

BID in negotiations or at an auction, the amount a prospective purchaser is willing to pay. Contrast with ASKED or OFFERED.

BID AND ASKED bid is the highest price a prospective buyer is prepared to pay at a particular time; asked is the lowest price acceptable to a prospective seller of the same item. Together, the two prices constitute a QUOTATION; the difference between the two prices is the spread.

BIENNIAL occurring every two years. Contrast with BIANNUAL—occurring twice a year.

BIG BLUE nickname for International Business Machines Corporation. The probable origin of the term was the original “blue suit” dress code for employees, but now IBM’s corporate color is blue, as seen in its logo.

BIG BOARD popular term for the NEW YORK STOCK EXCHANGE (NYSE).

BIG BOX RETAILER physically large store, typically part of a chain, occupying 50,000–200,000 square feet of single floor space and selling general merchandise (Walmart, Target) or specialty products (The Home Depot, Lowe’s, Best Buy, Circuit City). Chains operate nationally and, increasingly, internationally.

BIG BUSINESS large corporations in the United States having assets totaling billions of dollars. Today big business in the United States is experiencing intense international competition.

BIG FOUR largest accounting firms. They do the auditing and much of the tax work for most major corporations, signing the AUDITOR’S CERTIFICATE that appears in every annual report. In 2011, the four, in alphabetical order, were Deloitte Touche Tohmatsu, Ernst & Young, KPMG International, and PricewaterhouseCoopers.

BIGGER FOOL THEORY see GREATER FOOL THEORY.

BIG STEEL large U.S. steel producers best exemplified by the USX Corporation (formerly U.S. Steel Corporation). U.S. steel producers are experiencing overwhelming international competition, particularly from the Far East.

BIG THREE AUTOMAKERS General Motors, Ford, and Chrysler. At one time these three accounted for more than 90% of cars sold in the United States. Over the past three decades, all have lost market share, especially to Honda, Toyota, Hyundai, and Nissan.

BIG-TICKET ITEMS retail items of substantial size and price that are often purchased on credit by customers. Examples are appliances and automobiles.

BILATERAL CONTRACT a contract that incorporates a promise by both parties to do, or not to do, something. See also UNILATERAL CONTRACT.

BILATERAL MISTAKE error on the part of both parties regarding the same matter. For example, two people sign a contract under a certain understanding, while the contract conveys a different meaning than they expected.

BILL

1. order drawn by one person on another to pay a certain sum of money. See also INVOICE.

2. in commercial law, an account for goods sold, services rendered, and work done. See also COMMERCIAL LAW.

3. in the law of NEGOTIABLE INSTRUMENTS, any form of paper money.

4. in legislation, a draft of a proposed statute submitted to the legislature for enactment.

5. in equity pleadings, the name of the pleading by which the complainant sets out a cause of action.

BILLING CYCLE interval between periodic billings for goods sold or services rendered, normally one month, or a system whereby bills or statements are mailed at periodic intervals in the course of a month in order to distribute the clerical workload evenly (see CYCLE BILLING).

BILL OF EXCHANGE papers that require the addressee to pay the bearer or another person on demand.

BILL OF LADING in commercial law, the receipt a COMMON CARRIER gives to a shipper for goods given to the carrier for transportation. The bill evidences the contract between the shipper and the carrier, and can also serve as a document of TITLE, creating in the person possessing the bill ownership of the goods shipped. See also ORDER BILL OF LADING; STRAIGHT BILL OF LADING.

BILL OF SALE a document transferring personal property.

BINARY NUMBERS (base-2) numbers written in a positional number system that uses only two digits—0 and 1. Each digit of a binary number represents a power of 2. The rightmost digit is the ls digit, the next digit to the left is the 2s digit, and so on. The following table shows numbers written in decimal and binary form.

[image: image]

BINDER a written memorandum of the important terms of a preliminary contract that gives temporary protection to the contract while further investigation is performed. Often used for insurance purposes (when buying a car it is appropriate to call the agent and put an insurance binder on it, so the owner is insured before the policy is prepared) and for home purchases in some states until a more formal document is prepared.

BINDING ARBITRATION see ARBITRATION.

BIT (binary digit) digit in base-2 system. There are only two possible binary digits—0 and 1. See also BINARY NUMBERS.

BIWEEKLY LOAN a mortgage that requires principal and interest payments at two-week intervals. The payment is exactly half of what a monthly payment would be. Over a year’s time, the 26 payments are equivalent to 13 monthly payments on a comparable monthly payment mortgage. As a result, the loan will be amortized much faster than a loan with monthly payments.

BLACKBERRY electronic device made by Research in Motion (RIM) that adds wireless communication to standard PDA features.

B/L see BILL OF LADING.

BLACK BOX in computers, slang for CENTRAL PROCESSING UNIT; also any device that provides answers to complex problems without explaining the solution.

BLACK-BOX ACCOUNTING financial statements based on accounting methodologies so complex that numbers, though accurate and legal, obfuscate rather than clarify. Restatements of revenues, inventory, and earnings and the use of DERIVATIVES and off-the-books partnerships are examples.

BLACK FRIDAY sharp drop in a financial market. The original Black Friday was September 24, 1869, when a group of financiers tried to corner the gold market and precipitated a business panic followed by a depression. The panic of 1873 also began on Friday, and Black Friday has come to apply to any debacle affecting the financial markets.

BLACKLIST originally lists, prepared by merchants, which contained the names of those gone bankrupt. Today it also refers to people who, for any number of reasons, are unacceptable for employment in an organization. An individual can thus be blacklisted.

BLACK MARKET markets in which free-market exchange occurs in commodities and goods whose prices and/or supply are regulated or rationed by government. During World War II a black market existed for rationed goods in short supply. Another example is the market for drugs that cannot legally be sold, or sold without a prescription.

BLACK MOLD see STACHYBOTRYS CHARTARUM.

BLACK MONDAY October 19, 1987, when the Dow Jones Industrial Average plunged 508 points, or a record 22.6%, following sharp drops the previous week, reflecting investor anxiety about inflated stock price levels, federal budget and trade deficits, and foreign market activity.

BLACK-SCHOLES OPTION PRICING MODEL model developed by Fischer Black and Myron Scholes to gauge whether options contracts are fairly valued. The model incorporates such factors as the volatility of a security’s return, the level of interest rates, the relationship of the underlying stock’s price to the EXERCISE PRICE of the option, and the time remaining until the option expires.

BLANKET FIDELITY BOND see FIDELITY BOND.

BLANKET INSURANCE single policy on the insured’s property for: (1) two or more different kinds of property in the same location; (2) same kind of property in two or more locations; (3) two or more different kinds of property in two or more different locations. Blanket coverage is ideal for such businesses as chain stores, all of whose property is covered with no specific limit on each particular property regardless of its location (thereby enabling the business to shift merchandise from store to store).

BLANKET MEDICAL EXPENSE INSURANCE health insurance policy providing coverage for an insured’s medical expenses except those that are specifically excluded. This may be the most advantageous medical expense policy for an insured because unless a specific medical expense is excluded it is automatically covered.

BLANKET MORTGAGE single mortgage that covers more than one parcel of real estate. Sometimes a developer subdivides a tract of land into lots and obtains a blanket mortgage on the whole tract. A RELEASE provision in the mortgage allows the developer to sell individual lots over time without RETIRING the entire mortgage.

BLEED to obtain an excessive amount of money or other things of value from a person, usually under a threat of grave harm. It is a form of extortion.

BLEEDING A PROJECT

1. in new construction, overstating expenses and fees so as to divert a larger than normal amount of the project costs to the developer’s profit.

2. managing an existing piece of real estate so as to obtain the highest possible current income from it, to the extent that many normal operating expenses are foregone. Usually this results in rapid deterioration and loss of property value.

BLENDED RATE the time- and rate-weighted effective billing rate, interest rate, or tax rate.

BLENDED VALUE average value of tendered stock and residual stock in a self-tender offer.

BLIGHTED AREA section of a city in which a majority of the structures are dilapidated. Urban renewal tries to cure blighted areas of a city. Within these areas, houses that do not meet HOUSING CODES are rehabilitated or demolished and new buildings constructed.

BLIND COPY copy of a letter or e-mail sent to a person without indication on the original that a copy has been sent; symbolized by bcc. The bcc: field of e-mails should be used for sending messages to a mailing list to avoid privacy issues arising from revealing e-mail addresses of recipients to other recipients.

BLIND POOL limited partnership that does not specify the properties the general partner plans to acquire. If, for example, an initial public offering is offered in the form of a blind pool, investors can evaluate the project only by looking at the promoter’s track record.

BLIND TRUST trust where assets are not disclosed to their owner. This prevents the underlying asset owner, while in an official public capacity, from being charged with favoring companies in which he owns stock.

BLISTER PACKAGING method of packaging items in a clear plastic envelope or window that allows customers to view the contents prior to purchase.

BLOCK large quantity of stock or large dollar amount of bonds held or traded. As a general guide, 10,000 shares or more of stock and $200,000 or more worth of bonds would be described as a block.

BLOCKAGE DISCOUNT discount from fair market value for a decedent’s block of inventory for purposes of determining the valuation of an estate.

BLOCKBUSTER

1. broadcast program that far exceeds expected or estimated RATINGS and thus brings in a much larger than expected AUDIENCE to advertisers whose commercials aired during the program.

2. feature movie whose box-office success has been extraordinary. When a blockbuster movie is planned for showing on television,  the audience estimates are high and thus the estimated ratings are high.

See also BLOCKBUSTING.

BLOCKBUSTING racially discriminatory and illegal practice of coercing a party to sell a home to someone of a minority race or ethnic background, then using scare tactics to cause others in the neighborhood to sell at depressed prices.

BLOCK MOVE in data or word processing, the operation of moving a section of a file from one place to another within the file. Moving a word, sentence, paragraph, or several pages in a document from one place to another can be done through a block move command of a word processor. When the block is identified, it is often highlighted.

BLOCK SAMPLING judgment sample in which accounts or items are chosen in a sequential order. After the initial item in the block is chosen, the balance of the block is automatically selected. See also CLUSTER SAMPLING; SYSTEMATIC SAMPLING.

BLOG abbreviation for Web log, an online journal or newsletter that is frequently updated and intended for public consumption. Usually presented in reverse chronological order, blogs are published using software (such as that available from www.blogger.com) that can be used by writers with little or no technical background. Also used as a verb: Many companies encourage employees to blog about new products. Most blogging software includes a way for readers to submit comments on blog entries, which can provide useful feedback on a company’s products. Many bloggers post links to other blogs they read and recommend; taken together, this rapidly expanding publication medium is often referred to as the blogosphere.

BLOOMBERG LP a major business and financial news broadcaster, offering various services including interactive TV, telephone news services, a personal finance magazine, books, and radio and television broadcasts.

BLOWOUT

Merchandising: retail items sold quickly at very low prices.

Securities: quick sale of all shares in a new offering of securities. Corporations like to sell securities in such environments, because they get a high price for their stock. Investors are likely to have a hard time getting the number of shares they want during a blowout.

BLUE-CHIP STOCK common stock or a nationally known company that has a long record of profit growth and dividend payment and a reputation for quality management, products, and services. Named for the color of the most valuable gambling tokens.

BLUE-COLLAR employee performing a type of work that often requires a work uniform, which may be blue in color, hence blue-collar. Blue-collar workers range from unskilled to skilled employees.  They are not exempt from hour and wage laws and therefore must be paid overtime for working more than 40 hours per week.

BLUE LAWS state or local laws prohibiting business on a given day, usually Sunday. Blue laws have been abolished in many places so that people may freely choose activities on any day of the week.

BLUEPRINT

1. photographic print where lines and solid shapes are developed in white on specially prepared blue paper, also called blue(s). A blueprint of drawings or photographs to be included in a publication serves as a guide for positioning them in a dummy copy of the magazine or other publication. It also assists the printer when making plates for the completed work.

2. plan of action.

BLUE SHIELD independent, nonprofit, membership insurance plan. Benefits cover expenses associated with medical and surgical procedures.

BLUE-SKY LAW state law regulating the sale of corporate securities through investment companies, enacted to prevent the sale of securities of fraudulent enterprises.

BLUETOOTH a technical industry standard for seamless low-power, short-range wireless communication of data and voice between electronic devices such as mobile phones, computers (including hand-helds), PDAs, printers, and the like. The specification was designed by the Bluetooth Special Interest Group, a consortium of computer and telecommunications companies founded in 1998 by Ericsson, IBM, Intel, Nokia, and Toshiba. The SIG currently includes Promoter member companies Ericsson, Intel, Lenovo, Microsoft, Motorola, Nokia, and Toshiba, plus more than 13,000 Associate and Adopter member companies.

BOARD FOOT a unit of measurement for lumber, defined as one foot wide, one foot long, and one inch thick, or 144 cubic inches. (Note that dimensions refer to the nominal width and thickness of lumber, calculated in principle on its size before drying and planing. Actual length is used.)

BOARD OF DIRECTORS group elected by STOCKHOLDERS to set company policy and appoint the chief executives and operating officers. Directors meet several times a year and are paid for their services. They are considered INSIDERS.

BOARD OF EQUALIZATION government entity whose purpose is to assure uniform property tax assessments. A board of equalization at the local level may review tax ASSESSMENTS to be certain that the assessment for each parcel is fair. At the state level, the board will assure that each county is assessing property at the mandated proportion of market value.

BOARD OF GOVERNORS (OF THE FEDERAL RESERVE SYSTEM) seven-member managing body of the FEDERAL RESERVE SYSTEM; commonly called Federal Reserve Board. The board sets policy on issues relating to banking regulations as well as to the MONEY SUPPLY. Regulating the money supply is important for regulating inflation, interest rates, and economic growth.

BOARD OF REALTORS® local group of real estate licensees who are members of the state and national associations of REALTORS.

BOARDROOM

1. stockbroker’s office where REGISTERED REPRESENTATIVES (that is, securities salespersons registered with the Securities and Exchange Commission) work and where the public is allowed to visit and obtain stock price quotations throughout the market day. Offices are equipped with electronic machines that provide information on trading in LISTED SECURITIES and OVER-THE-COUNTER markets, and that also provide business news.

2. room where a corporation’s board of directors holds its meetings.

BODY LANGUAGE nonverbal and often unintended communication on the part of one individual to another. Nonverbal communication takes place by means of facial expressions, head movements, eye contact, hand gestures, body positions and acts, tones of voice, and so on. In general, body language expresses an individual’s emotions, feelings, and attitudes.

BOILERPLATE

1. standardized or preprinted form for agreements.

2. standardized language, as on a printed form containing the terms of a lease or sales contract, often phrased to the advantage of the party furnishing the form, with the expectation that the contract will be signed without being carefully examined.

BOILER ROOM or BOILER SHOP place devoted to high-pressure promotion by telephone of stocks, bonds, commodities, contracts, etc., which are of questionable value. Extensive FRAUD is usually involved, but successful prosecution may be difficult since operations often disband before detection and little tangible evidence is obtainable.

BOLSA Spanish term for stock exchange. There are Bolsas in Spain, Mexico, Chile, Argentina, and many other Spanish-speaking countries. In French, the term is BOURSE; in Italian, Borsa. All mean “purse.”

BONA FIDE Latin for “in good faith,” that is, without fraud or deceit, genuine.

BONA FIDE PURCHASER (BFP) one who pays a valuable consideration, has no notice of outstanding rights of others, and acts in GOOD FAITH concerning the purchase. In commercial law, the phrase HOLDER IN DUE COURSE signifies the same thing.

BOND obligation to pay. Most federal, municipal, and corporate bonds pay interest twice a year (semiannually). Interest on MUNICIPAL BONDS is generally nontaxable for federal income tax purposes and in the municipality of issue. Interest on federal government bonds is taxable for federal purposes but tax-free for state income tax purposes. CORPORATE BOND interest is generally fully taxable.

BOND BROKER broker who executes bond trades on the floor of an exchange; also, one who trades corporate, U.S. government, or municipal debt issues over the counter, mostly for large institutional accounts.

BOND DISCOUNT difference between a bond’s current market price and its higher FACE VALUE or maturity value. Bonds may be issued at a DISCOUNT, or a discount may result from a general interest rate increase or increased risk of default. In either case, a buyer who acquires a bond at a discount realizes the discount as income as the bond matures, in addition to receiving periodic interest payments. The ZERO COUPON BOND offers an extreme example of a bond discount.

BONDED DEBT

1. that part of the entire indebtedness of a corporation or state that is represented by bonds it has issued.

2. debt contracted under the obligation of a bond.

BONDED GOODS goods brought into a country that are placed in a bonded warehouse until all duties are paid.

BOND PREMIUM amount the purchaser pays in buying a bond that exceeds the face or call value of the bond. The PREMIUM can be amortized each year by the bondholder, to reflect that the true interest rate is less than the coupon rate. AMORTIZATION is elective for taxable bonds and not allowed for tax-exempt bonds.

BOND RATING method of evaluating the possibility of default by a bond issuer. Fitch Ratings, Standard & Poor’s, and Moody’s Investors Service analyze the financial strength of each bond’s issuer, whether a corporation or a government body. Their ratings range from AAA (highly unlikely to default) to D (in default). Bonds rated BB or below are not INVESTMENT-GRADE; that is, under most state laws, institutions that invest other people’s money may not buy them.

BOND YIELD see YIELD.

BONUS

1. compensation paid to an employee or employees for achieving a particular sales goal or organizational objective. This is above and beyond either a COMMISSION or a SALARY.

2. an unexpected benefit occurring as the result of making a particular action.

BOOK

1. in an underwriting of securities, (1) preliminary indications of interest on the part of prospective buyers of the issue—What is the book on XYZ Company? or (2) record of activity in the syndicate account—Who is managing the book on XYZ?

2. record maintained by a SPECIALIST of buy and sell orders in a given security. The term derives from the notebook that specialists formerly used for this purpose, and is now electronic.

3. as a verb, to book is to give accounting recognition to something. For example, they booked a profit on the transaction.

4. collectively, books are the journals, ledgers, and other accounting records of a business. See also BOOK VALUE.

BOOK DEPRECIATION same as DEPRECIATION (ACCOUNTING).

BOOK-ENTRY see BOOK-ENTRY SECURITIES.

BOOK-ENTRY SECURITIES securities that are not represented by a physical certificate. Purchases and sales of some municipal bonds, for instance, are merely recorded on customers’ accounts; no certificates change hands.

BOOK INVENTORY stock in hand according to recorded figures. See also PHYSICAL INVENTORY.

BOOKKEEPER person who enters transactions into an ACCOUNTING SYSTEM. In general a bookkeeper does not have the advanced education of an ACCOUNTANT.

BOOKMARK

1. a marker within a file that allows a user to easily return to a given position.

2. a remembered address (URL) that allows a user to go directly to a given site on the INTERNET. This terminology is used by Apple’s Safari; Microsoft’s INTERNET EXPLORER uses the term FAVORITES.

BOOK OF ACCOUNT see ACCOUNTING RECORDS.

BOOK PROFIT or LOSS see UNREALIZED PROFIT (LOSS).

BOOK-TO-BILL RATIO the ratio of orders booked for future delivery to orders being shipped immediately, and therefore billed. The book-to-bill ratio is released on a monthly basis for the semiconductor industry because it provides a very sensitive indicator of whether orders for chips are rising or falling and at what pace.

BOOK VALUE value of individual ASSETS, calculated as actual cost less allowances for any DEPRECIATION. Book value may be much more or less than current MARKET VALUE.

BOOMERANG EFFECT use of exported technology to manufacture products that compete with those produced by the original exporter.

BOONDOGGLE a makework project that is useless in function.

BOOT

Computers: to start up a computer. Boot (earlier bootstrap) derives from the idea that the computer has to “pull itself up by its bootstraps,” that is, load into memory a small program that enables it to load larger programs. The operation of booting a computer that has been completely shut down is known as a dead start, or cold boot. A warm start or warm boot is a restarting operation in which some of the needed programs are already in memory.

Tax: unlike property included to balance the values of like properties exchanged under SECTION 1031 of the Internal Revenue Code.

BOOT DISK see STARTUP DISK.

BOOTSTRAP ACQUISITION any of several forms of buyout where a buyer finances an acquisition in part with the target corporation’s excess cash or liquid assets.

BORROWED RESERVE funds borrowed by member banks from a FEDERAL RESERVE BANK for the purpose of maintaining the required reserve ratios.

BORROWER a person who has received a loan and is obligated to repay the amount borrowed (PRINCIPAL) with interest and other fees, according to loan terms. Same as DEBTOR.

BORROWING POWER OF SECURITIES amount of money that customers can borrow, using money from the loan to invest in securities.

BOTTOM

In general: support level for market prices of any type. When prices fall below that level and appear to be continuing downward without check, we say that the bottom dropped out. When prices begin to trend upward again, we say they have bottomed out.

Economics: lowest point in an economic cycle, generally called a TROUGH.

Securities: lowest market price of a security or commodity during a day, a season, a year, a cycle; also, lowest level of prices for the market as a whole, as measured by any of the stock market indexes.

BOTTOM FISHER investor who is on the lookout for investments that have fallen to their BOTTOM prices before turning up. In extreme cases, bottom fishers invest in bankrupt or near-bankrupt firms.

BOTTOM LINE net profit or loss. It is often used as an expression when seeking the result without asking for the reasons, as in “What is the bottom line?”

BOTTOM-UP APPROACH TO INVESTING search for outstanding performance of individual stocks before considering the broad perspective of the fund. The companies may be identified from research reports, stock screens, or personal knowledge of the products and services. Contrast with TOP-DOWN APPROACH TO INVESTING.

BOULEWARISM take-it-or-leave-it offer made by management to LABOR in COLLECTIVE BARGAINING. Boulewarism, named for the General Electric vice president who pioneered it, required the take it-or-leave-it offer to be presented directly to union members, thereby circumventing the union. The federal court ruled Boulewarism to be an illegal violation of the WAGNER ACT (NATIONAL LABOR RELATIONS ACT of 1935).

BOUNCE return of a check by a bank because it is not payable, usually due to insufficient funds. In securities, the rejection and subsequent reclamation of a security because of bad delivery. Term also refers to a stock price’s sudden decline and recovery; see DEAD-CAT BOUNCE. Also return of a piece of E-MAIL because it could not be delivered to the specified address.

BOUNCE MESSAGE a notification returned to sender indicating that an E-MAIL message could not be delivered. Usually the message is automatically generated by the Postmaster at the recipient’s site, sometimes with an indication of what went wrong.

BOUNDARY see PROPERTY LINE.

BOURGEOISIE term used by Marxist economists to denote the social class that owns property and financial assets and thus derives income from investments. Also may be used to refer to the middle and upper classes and the prevailing social values of mainstream society.

BOURSE French term for stock exchange.

BOUTIQUE small, specialized shop that deals with a limited clientele and offers a limited product line. A boutique is the opposite of a department store, supermarket, or warehouse club that offers a wide array of products or services. Also, by extension, a small, specialized brokerage firm as contrasted to a financial supermarket.

BOY abbreviation for beginning of year.

BOYCOTT to refrain from commercial dealing with a firm by concerted effort. See also PRIMARY BOYCOTT; SECONDARY BOYCOTT.

BPS bits per second, a measure of the speed at which computer data is transferred.

BRACKET CREEP edging into higher tax BRACKETS as income rises with inflation. Bracket creep increases government revenue without legislated tax rate increases.

BRAIN DRAIN loss of a nation’s best-educated and most intelligent people to other nations.

BRAINSTORMING group session of executives from different business disciplines, where new ideas are expressed to solve a business situation or formulate corporate policy. No criticism of the ideas is allowed. However, the ideas may be modified or combined. The purpose of the session is to come up with originality in thinking based on gut feelings without inhibitions. The brainstorming concept was initially developed by Alex Osborn.

BRANCH OFFICE a place of operation for a firm that is located apart from the main office. The office is owned by the firm owner but is managed by another person.

BRANCH OFFICE MANAGER person in charge of a branch of a securities brokerage firm or bank.

BRAND identifying mark, symbol, word(s), or combination of same that separate one company’s product or services from another firm’s. Brand is a comprehensive term that includes all BRAND NAMES and TRADEMARKS.

BRAND ASSOCIATION degree to which a particular BRAND is associated with the general product category. Often a consumer will ask for a product by the specific brand name rather than the general name—for example, a person wanting facial tissues may ask for Kleenex. When this happens, the consumer is making a brand association.

BRAND DEVELOPMENT measure of the infiltration of a product’s sales, usually per thousand population. If 100 people in 1,000 buy a product, the product has a brand development of 10%.

BRAND DEVELOPMENT INDEX (BDI) percentage of a brand’s sales in an area in relation to the population in that area as compared to the sales throughout the entire United States in relation to the total U.S. population. For example, if Brand X has 15% of its U.S. sales in Area A, in which 20% of the U.S. population lives, the BDI for Area A is 75.

BRAND EQUITY attractiveness and familiarity of a BRAND NAME in the general marketplace. Brand equity permits companies to charge premium prices for products and services, contributing to increased profit margins. Brand equity is therefore a valuable asset that companies invest huge amounts of money to develop.

BRAND EXTENSION addition of a new product to an already established line of products under the same BRAND NAME. Brand extension allows the new product the benefit of the older product’s established reputation.

BRAND IMAGE qualities that consumers associate with a specific BRAND, expressed in terms of human behavior and desires, but that also relate to price, quality, and situational use of the brand. For example: A brand such as Mercedes-Benz will conjure up a strong public image because of its sensory and physical characteristics as well as its price. This image is not inherent in the brand name but is created through advertising.

BRANDING creating a perception in the mind of consumers of the image and quality provided by a company name.

BRAND LOYALTY degree to which a consumer will repeatedly purchase a BRAND. For advertisers to achieve their ultimate goal of brand loyalty, the consumer must perceive that the brand offers the right combination of quality and price. Many factors influence brand loyalty, such as consumer attitudes, family or peer pressure, and friendship with the salesperson. The degree of brand loyalty—that is, the brand’s MARKET SHARE—is known as the brand franchise.

BRAND MANAGER marketing manager for a BRAND; also called product manager. This person makes most of the advertising decisions for that brand. Often in a company with many different brand-name products, each product will have a brand manager, who competes with the others as if the products were competitive. Each may use a different advertising agency, and each will have a separate advertising budget.

BRAND NAME that part of a BRAND, TRADEMARK, or service mark that can be spoken, as distinguished from an identifying symbol. A brand name may consist of a word, letter, or group of words or letters.

BRAND POTENTIAL INDEX (BPI) relationship between a brand’s MARKET DEVELOPMENT INDEX and BRAND DEVELOPMENT INDEX (BDI) in a particular market area. The brand potential index is used to predict future sales and to aid in planning future advertising budget allocations.

BRAND SHARE amount of dollars spent by consumers on a particular brand as compared to the amount in dollars spent by consumers on all competitive brands in the same category, figured in terms of percentages; also called market share, share of market. Companies set marketing goals to achieve a specific brand share, and plan their strategies to meet those goals.

BRASS top management of an organization; originally term of military origin. It is generally used by those not in top management to indicate a broad area of responsibility without any fixed point of reference.

BRASS TACKS, GET DOWN TO break off preliminaries and proceed to the main business.

BREACH failure to perform some contracted-for or agreed-upon act or to comply with a legal duty owed to another or to society. See also BREACH OF CONTRACT; BREACH OF WARRANTY.

BREACH OF CONTRACT

1. wrongful nonperformance of any contractual duty of immediate performance.

2. failing to perform acts promised by hindering or preventing such performance or by repudiating the duty to perform.

BREACH OF WARRANTY infraction of an express or implied agreement as to the TITLE, quality, content, or condition of a thing sold.

BREADWINNER individual capable of furnishing support to others who depend on the income earned. The breadwinner is the chief monetary achiever of the family.

BREAK

Finance: in a pricing structure providing purchasing discounts at different levels of volume, a point at which the price changes—for example, a 10% discount for ten cases.

Investment: (1) sudden, marked drop in the price of a security or in market prices generally; (2) discrepancy in the accounts of brokerage firms; (3) stroke of good luck.

BREAK-EVEN ANALYSIS financial analysis that identifies the point at which expenses equal gross revenue for a zero net difference. For example, if a mailing costs $100 and each item generates $5 in revenue, the break-even point is at 20 items sold. A profit will be made on items sold in excess of 20. A loss will result on sales under 20. The break-even point may be analyzed in terms of units, as above, or dollars.

BREAK-EVEN POINT

Finance: point at which revenues equal costs. The point is located by break-even analysis, which determines the volume of sales at which fixed and variable costs will be covered. All sales over the break-even point produce profits; any drop in sales below that point will produce losses. See Figure 2.

Real estate: occupancy level needed to pay for operating expenses and debt service, but leaving no cash flow. See also CASH FLOW; OPERATING EXPENSES.

Securities: dollar price at which a transaction produces neither a gain nor a loss.

BREAKING THE BUCK decline in the normally constant $1 net asset value (NAV) of a MONEY MARKET FUND. This could happen if the fund suffered severe losses or if investment income fell below operating expenses.

BREAKUP dissolution of any unit, organization, or group of organizations. An antitrust action by the Justice Department may result in the breakup of a large corporation into smaller companies if it is found to be in violation of antitrust laws.

BRETTON WOODS CONFERENCE see FIXED EXCHANGE RATE.

BRIBE a voluntary payment offered, usually surreptitiously, in expectation of a special favor. While offering a bribe is not always illegal, accepting one is unethical or frequently illegal.

[image: image]

FIGURE 2

BRIC acronym for the world’s four largest DEVELOPING COUNTRIES, namely Brazil, Russia, India, and China. Also BRICS with the inclusion of South Africa.

BRIDGE LOAN short-term loan, also called swing loan, made in anticipation of intermediate-term or long-term financing.

BROADBAND high-capacity transmission method that provides multiple channels of data, voice, or video over a single telecommunications medium (wire). Loosely used for high-speed Internet connections such as cable and DSL, which permit simultaneous transmission of voice and data over the same line, especially as contrasted to a DIAL-UP CONNECTION.

BROADBANDING personnel system that collapses numerous pay ranges and classifications into a smaller number of broader pay ranges and classifications. This offers the organization a high degree of salary and job grouping flexibility and responsiveness.

BROCHURE a flyer or small book used to advertise or describe a product for sale or service available.

BROKEN LOT incomplete set of merchandise. Broken lots often are the result of breakage or improper packaging.

BROKER any person who, in the ordinary course of business, stands ready to execute the sales made by others. See also AGENT; DEALER; LISTING AGENT; LISTING BROKER.

BROKERAGE

1. business of being a BROKER. One may open a brokerage office, upon receiving a broker’s license, for the purpose of engaging in brokerage.

2. commission received by a broker for his services. For example, the brokerage on the sale of a $100,000 house was $6,000.

BROKERAGE ALLOWANCE commission paid by the seller in a transaction to the broker who arranged the sale, based upon some percentage of the selling price. A brokerage allowance usually refers only to transactions in which the broker does not take possession of the goods sold.

BROKER-DEALER see DEALER.

BROKERED CD a CERTIFICATE OF DEPOSIT (CD) issued by a bank or thrift institution but bought in bulk by a brokerage firm and resold to brokerage customers. Brokered CDs pay as much as 1% more than those issued directly by major banks, carry federal deposit insurance up to $250,000, enjoy a liquid SECONDARY MARKET made by the broker, and do not require an investor to pay a commission.

BROKER LOAN RATE interest rate at which stockbrokers borrow from banks to cover the securities positions of their clients. The broker loan rate usually hovers close to the prime rate.

BROKER’S OPINION OF VALUE (BOV) an analysis provided by a real estate broker to assist a buyer or seller in making decisions about the listing price of real estate or a suitable bid for purchase. Also COMPARATIVE MARKET ANALYSIS. A fee may or may not be charged. This analysis may not be represented as an appraisal. For mortgage lending purposes, the lender requires an appraisal performed by an appraiser who is certified or licensed by the state.

BROOKINGS INSTITUTION nonprofit organization in Washington, D.C., which produces scholarly studies of significant economic and political issues and problems.

BROWNFIELD a SITE whose former use involved hazardous materials. Examples are discontinued manufacturing facilities, shut-down military bases, and abandoned gasoline stations. There are federal programs that attempt to make these sites safe for redevelopment to other uses. See also SUPERFUND.

BROWSE to explore the contents of a local disk drive, a computer network, or the Internet.

BROWSER a computer software application used to view and navigate the WORLD WIDE WEB and other INTERNET resources.

B2B business to business; a transaction that occurs between two companies, as opposed to a transaction involving a consumer. The term may also describe a company that provides goods or services for another company.

B2C Internet marketing between businesses and consumers (as by AMAZON.COM).

BUBBLE situation in which the prices of stock, real estate, or some other asset rise to levels well beyond reasonable VALUATION before “the bubble bursts” and prices return to normal.

BUCKET SHOP illegal brokerage firm, now almost extinct, which accepts customer orders but does not execute them immediately as Securities and Exchange Commission regulations require. Bucket-shop brokers confirm the price the customer asked for, but in fact make the trade at a time advantageous to the broker. Bucket shops sometimes neglect to fill the customer’s order and just pocket the money. See also BOILER ROOM; SECURITIES AND EXCHANGE COMMISSION (SEC).
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