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This document provides all the key vocabulary terms presented in this course at a glance. The terms are listed alphabetically; the lesson number identifies the first time a term is introduced in the course. To use the words only from a particular lesson, please see the Key Vocabulary resource included in the Teacher Resources document for that lesson.
	Term
	Definition
	Lesson #

	account executive
	An employee who is responsible for managing a number of accounts as well as developing new accounts for the firm. Works directly with the client and serves as the client’s liaison in every aspect of financial planning.
	22

	actuarial table
	A table that shows the probability that a person will die before his or her next birthday. Actuarial tables are used to calculate insurance rates.
	10

	actuary
	A mathematician who calculates the likelihood of events and prices insurance based on that likelihood.
	10

	adjustable rate mortgage (ARM)
	A type of loan whose interest rate goes up or down depending on the base rate to which it is tied. Adjustable rate loans can be risky, as rates go up as well as down.
	8

	advance medical directive
	Written instructions that describe treatment preferences, including the designation of a substitute decision maker in the event that a patient becomes unable to make medical decisions on his or her own behalf. These generally fall into three categories: living will, power of attorney, and health care proxy.
	19

	annual fee
	A once yearly charge for having a credit card. Cards with annual fees usually have a lower interest rate.
	9

	Annual percentage rate (APR)
	An expression of the total cost of a loan to the borrower.
	8

	annuity
	In an annuity, the insurer agrees to pay the insured an identified sum of money periodically. The purpose is to protect against risk as well as provide money in the form of a pension at regular intervals.
	13

	asset
	Anything an individual owns that has commercial or exchange value. This can include houses, cars, computers, collectibles, stocks, bonds, cash in the bank, and so on.
	7

	balance sheet
	A list of all of a person’s assets and liabilities at a specific point in time. Balance sheets help one to determine current net worth and should be updated at least once a year. Changes in the balance sheet over time are a key measure of the quality of overall financial decision making. 
	7

	balance transfer
	A transfer of debt from one credit card to another, usually for a fee.
	9

	banker
	Someone who, individually or as a member of a company, operates an establishment for the deposit or loan of money. 
	1

	bankruptcy
	A legal declaration by a person or organization that it cannot pay its creditors. The debtor’s assets are sold to pay the debt, and the debtor can have a fresh start (although the debtor may have difficulty getting credit).
	8

	beneficiary
	The person or entity named in an insurance policy to receive its benefits. For example, if you have a $10,000 life insurance policy and your spouse is your beneficiary, this means he or she will receive $10,000 from the insurance company when you die.
	13

	benefits
	Non-wage-related compensation. Benefits could include insurance coverage, the cost of a company car, retirement plans, and entertainment expenses.
	22

	bequeath
	To leave or give property by will.
	19

	blue chip stock
	The stock of an established and reliable company that has stable earnings, a high credit rating, and is typically less volatile than stocks in companies without blue chip status. Most blue chips pay income quarterly (i.e., dividends) and regularly increase dividends over time.
	14

	bond
	A debt security in which the issuer owes the bondholders a debt and is obliged to repay the principal at a later date, called maturity, plus interest at regularly scheduled intervals. While bonds and stocks are both securities, the major difference between the two is that stockholders are the owners of the company, and bondholders are lenders to the company. Another difference is that bonds usually have a defined term, or maturity, after which the bond is redeemed, whereas stocks do not.
	16

	bond (corporate)
	A bond issued by a corporation. The term is usually applied to longer-term debt instruments, generally with a maturity date falling at least a year after the issue date.
	16

	bond (municipal)
	A bond issued by a state, US territory, city, local government, or their agencies. Interest income received by holders of municipal bonds is often exempt from the federal income tax and from the income tax of the state in which they are issued, although municipal bonds issued for certain purposes may not be tax exempt.
	16

	bond market
	A financial market where participants buy and sell debt securities, usually in the form of bonds. Nearly all of the trading in the US bond market takes place between broker-dealers and large institutions in a decentralized, over-the-counter market. References to the bond market usually refer to the government bond market because of its size, liquidity, lack of credit risk, and sensitivity to interest rates.
	16

	book
	A working client base.
	22

	budget
	A detailed plan of income and expenses expected over a certain period of time, often a month. A budget can provide guidelines for managing future investments and expenses. It is used to compare anticipated expenses with actual expenses.
	1

	capital gains tax
	Tax on the profit made by selling an asset that has increased in value, such as stocks or property.
	20

	cash flow statement
	A statement of actual income and spending for a certain time period, usually a year or month.
	7

	cash value fund
	The cash value, or surrender value, that builds up over time with a whole life insurance policy, similar to a savings account, and can be used before you die.
	13

	certificate of deposit (CD)
	A financial product commonly offered to consumers by banks, thrift institutions, and credit unions. CDs are insured and thus virtually risk free. They have a specific, fixed term (often three months, six months, or one to five years) and, usually, a fixed interest rate. It is intended that the CD be held until maturity, at which time the money can be withdrawn together with the accrued interest.
	15

	Certified Financial Planner® (CFP)
	A certification mark for financial planners conferred by the Certified Financial Planner Board of Standards. To receive authorization to use the designation, the candidate must meet education, examination, experience, and ethics requirements; additionally, CFPs must pay an ongoing certification fee and complete continuing education requirements.
	2

	COBRA (Consolidated Omnibus Budget Reconciliation Act of 1985)
	A federally mandated program that allows individuals to continue subscribing to heath care insurance at group rates after an event that might have ended their coverage (e.g., being fired or a divorce).  
	12

	code of ethics
	A formal statement of an organization’s or profession’s values on certain ethical and social issues. Some set out general principles about beliefs on matters such as quality, employees, or the environment. Others set out the procedures to be used in specific ethical situations, such as conflicts of interest or the acceptance of gifts.
	21

	collateral 
	An object of value pledged to a creditor to secure a loan. If the borrower doesn’t pay back the loan, the creditor gets to keep the collateral.
	8

	collision coverage
	Portion of an auto insurance policy that covers the damage to the policyholder’s car from a collision, whether it was the insured’s fault or not.
	11

	compound interest
	Interest calculated by adding the interest that you have already earned to the total of a sum of money. New interest is then applied (or compounded) on that sum (which is called principal). By contrast, simple interest is calculated only on the original principal and interest on interest is not earned.
	14

	comprehensive coverage
	Portion of an auto insurance policy that covers damage to the policyholder’s car caused by an event other than a collision. Examples include damage from fire, explosions, earthquakes, floods, riots, and theft.
	11

	conflict of interest
	A situation in which someone in a position of trust, such as a financial planner, has competing professional or personal interests. Such competing interests can make it difficult to fulfill duties impartially. A conflict of interest exists even if no unethical or improper act results from it. A conflict of interest can create an appearance of impropriety that can undermine confidence in the person, profession, or court system.
	21

	cosigner 
	Someone who signs a contract to pay another person’s debt if that person defaults. A cosigner with good credit can help someone who has yet to establish good credit or someone with bad credit get a credit card, loan, or mortgage.
	8

	cost of living
	What it costs to live, on average, including the expenses for housing, transportation, food, utilities, and insurance. 
	4

	credit counseling
	A package of services designed to help consumers manage their debt, including credit education and a debt management plan.
	9

	credit history
	A record of someone’s previous activity with credit. It can include personal information, current extended credit, and recent bankruptcy.
	8

	credit limit
	The maximum amount of credit a borrower can use on a particular line of credit (e.g., a credit card). Exceeding the limit usually involves a penalty fee.
	9

	credit report
	A report of someone’s credit history that can be looked at by potential creditors. Everyone is entitled to a free copy of his or her credit report annually in order to very that no errors were made that might negatively impact his or her credit score.
	8

	credit union
	A credit union is privately owned and controlled by its members. Credit unions differ from banks and other financial institutions because members who have accounts in the credit union are the owners of the credit union. They elect their board of directors in a democratic system. Credit unions offer similar savings products as other financial institutions; the interest rates offered at credit unions are often slightly higher.
	15

	deductible
	The portion of an insurance claim that is not covered by an insurer. It must be paid by the insured person prior to the insurance company paying the remainder of each covered loss, up to the policy limits. For example, on a $1,000 claim with a $200 deductible, the insurer would pay $800 and the claimant would pay $200.
	10

	deduction
	An item that is subtracted from gross income on a tax return. There are many deductions, the most common of which include business expenses, charitable donations, medical expenses and property taxes, interest on mortgages or equity lines of credit, and tax advice.
	20

	default
	Failure to pay a debt.
	9

	default rate
	A particular interest rate charged when a consumer defaults on a credit agreement, usually much higher than the normal rate.
	9

	default terms
	The conditions of a loan, which usually include when it must be repaid and the interest rate.
	8

	defined benefit plan
	A company retirement plan, such as a pension plan, in which a retired employee receives a specific amount based on salary history and years of service, and in which the employer bears the investment risk. Contributions may be made by the employee, the employer, or both.
	18

	defined contribution plan
	A company retirement plan, such as a 401(k) plan or 403(b) plan, in which the employee elects to defer some amount of his or her salary into the plan, and he or she bears the investment risk.
	18

	dependents
	People who rely on you for financial support and who also typically live in your home.
	6

	disability insurance
	A type of insurance that covers a portion of one’s earned income in the event that a subscriber becomes unable to work.
	12

	discretionary income
	Income that is available after all necessities (food, shelter, etc.) have been paid for.
	20

	diversification
	The strategy of pursuing an assortment of investments to minimize the effects of risk and volatility.
	14

	doctorate (PhD)
	One of the highest earned academic degrees conferred by a university; a PhD is a doctor of philosophy, whereas an MD is a doctor of medicine.
	23


	dollar-cost averaging
	Regularly purchasing stocks or mutual funds, whether they are high or low, so that over the long term the rate of return matches long-term growth of investment.
	14

	down payment
	An initial cash payment of a percentage of the total amount due on a large purchase such as a home or car. The buyer borrows the rest of the money. The down payment serves to ensure that the lender can recover the balance due on the loan in the event that the borrower defaults.
	8

	employee
	Someone who works for a company. The employer is liable for the taxes, unemployment insurance, worker’s compensation, liability, and other encumbrances of the employee.
	23

	entry level
	A position that doesn’t require prior work experience, making it suitable for someone who is new to the field or has just graduated and is looking for a first job.
	22

	estate
	All of the property, assets, and debts left by a deceased person. 
	19

	estate planning
	The act of preparing for passing assets and decision-making responsibility on to heirs or other individuals in case of death or incapacitating injury or illness.
	19

	estate tax
	A name given to various taxes that arise on the death of an individual, also called inheritance tax or death duty.
	19

	exclusion
	A provision within an insurance policy that eliminates coverage for certain acts, costs, property, types of damage, or locations. For example, health care exclusions can range from nonprescription drugs to dental care.
	11

	executor
	A person tasked with carrying out the instructions laid out in the will. The executor’s most common task is to guide the decedent’s assets throughout the probate process. If there is no will, or if the will does not name an executor, the probate or other court can appoint one.
	19

	exemption amount
	A dollar-value threshold over which estate taxes are required.
	19

	FICO score
	The most widely used type of credit score. A FICO score measures someone’s creditworthiness by summarizing several factors that predict the borrower’s ability to pay.
	8

	fiduciary duty
	Undertaking to act for and on behalf of another in a particular matter in circumstances that give rise to a relationship of trust and confidence.
A fiduciary is expected to be loyal to the person to whom he or she owes the duty, must not put personal interests before the duty, and must not profit from the position as a fiduciary, unless the principal consents.
Fiduciary duties were delineated in order to protect naïve people in complex transactions. A fiduciary is deemed to have expertise and therefore has a much higher standard of duty and care than an ordinary person would have.
	21

	financial independence
	The ability of someone to manage his or her money in such a way that he or she has sufficient funds to live his or her chosen lifestyle without assistance from others.
	4

	financial plan
	A comprehensive strategy designed to help individuals achieve specific financial goals and prepare for unexpected life challenges or events. Financial plans may include investing, tax planning, asset allocation, risk management, retirement planning, education funding, accumulation funding, estate planning, and insurance.
	1

	financial planner
	A professional who analyzes a client’s overall financial situation and develops a comprehensive plan that meets the client’s goals and objectives. Special certifications are required in order to use the title of “financial planner.”
	1

	fixed expenses
	Expenses that do not vary from one time to the next, meaning you must pay an exact amount; expenses that have a set dollar amount, such as rent, insurance premiums, and car payments.
	7

	fixed rate
	An interest rate that does not vary during the life of a loan.
	9

	fixed rate loan
	A type of loan that always has the same interest rate, even when the prime interest rate goes up or down.
	8

	401(k)
	A type of employer-sponsored defined contribution retirement plan under section 401(k) of the Internal Revenue Code. It allows a worker to save for retirement while deferring income taxes on the saved money and earnings until withdrawal. The employee elects to have a portion of wages paid directly, or deferred, into a 401(k) account.
	18

	fuel tax
	A tax imposed on the sale of fuel. 
	20

	gap insurance
	An automobile insurance option that covers the difference between a car’s actual cash value when it is stolen or wrecked and the amount the consumer owes the leasing or finance company. This option is mainly used for leased cars.
	11

	grace period
	A period of time when no interest is charged on a credit card.
	9

	graduate school
	Postundergraduate education, usually in pursuit of a master’s degree, doctorate, or professional degree.
	23

	gross income
	The total income of an individual or couple filing jointly or separately, including all wages, rental income, and interest on investments (except tax-deferred investments). 
	20

	group insurance plan
	Health insurance purchased by a group, usually an employer, for its members. The employer usually pays some or all of the premiums for group insurance.
	12

	group life
	A life insurance policy that is offered to a group of people under a master policy and that does not require medical examinations. It is usually issued to an employer for its employees or to members of an association.
	13

	growth investment
	A riskier type of investment with a higher potential for return. Examples include stocks, certain bonds, and mutual funds.
	14

	health care proxy
	A specific power of attorney that allows an agent to make health care decisions in the event that the primary individual is incapable of executing such decisions.
	19

	HIPAA (Health Insurance Portability and Accountability Act)
	An act of Congress that protects health insurance coverage for workers and their families when they change or lose their jobs.
	12

	HMO (health maintenance organization)
	A type of insurance model. Under this model, providers contract with an HMO to receive more patients and in return usually agree to provide services at a discount.
	12

	income investment
	Any investment that is considered safer than average, with a lower potential for return. Examples include savings accounts, certificates of deposit, some blue chip stocks, and many government bonds.
	14

	income tax
	A tax imposed by the federal government on any money earned during a fiscal year. 
	20

	independent contractor
	A worker who’s contracted by a company or companies to perform work. The worker is responsible for his or her own taxes and unemployment insurance as well as supplies and equipment necessary to perform the job. The employer has less control over the work in terms of how and when the job gets done.
	23

	individual retirement account (IRA)
	A tax-deferred retirement plan account that provides some tax advantages for retirement savings in the United States.
	18

	inflation
	A rise in the general level of prices over time. 
	18

	inheritance tax
	A tax imposed on the transfer of property and assets from a deceased person.
	19

	insurance agent
	A person who is authorized by an insurance company to represent that company in its dealings with applicants for insurance.
	1

	insurance broker
	An independent insurance agent who sells insurance policies from more than one insurance company. 
	10

	insured 
	The person on whose life the insurance has been purchased. If the insured dies, a death benefit will be paid to the named beneficiary.
	13

	interest
	An amount of money that a borrower must pay on a regular basis in addition to paying off the principal of the loan. In a sense, interest is a fee paid to the lender for the use of its money.
	8

	interest rate
	The charge for borrowing a sum of money, usually expressed as a percentage of the original loan charged annually. The term also refers to the percentage return on an investment over a set time period, usually a year.
	9, 14

	intestate
	A word that describes someone who dies without a legal will in place.
	19

	introductory APR
	A lower interest rate offered on a new credit card, usually the first six months. After the introductory period, the interest rate increases.
	9

	investment advisor
	An individual or firm that advises clients on investment matters on a professional basis.
	1

	late fee
	A fee assessed for paying the minimum balance of a credit card after the due date.
	9

	liabilities
	The debts of a person or company; loans or expenses that must be paid.
	7

	liability insurance
	Insurance for damages that the policyholder is legally obligated to pay because of bodily injury or property damage caused to another person.
	10

	liquidity
	The ease with which an investment can be converted into cash.
	14

	living will
	Instructions covering specific medical directives as to the course of treatment to be taken by caregivers, or, in particular, in some cases forbidding treatment and sometimes also food and water, if the principal is unable to give informed consent due to incapacity.
	19

	load mutual funds
	Mutual funds that require payment of a broker commission at the time of sale, taken as a percentage of funds invested. The value of the investment is reduced by the amount of the load. 
	16

	loan
	An arrangement in which someone supplies money to a borrower and the borrower agrees to repay that money, usually along with interest, at some future point in time.
	8

	long-term care insurance
	A type of insurance that covers nonmedical costs associated with a long illness, such as nursing homes and assisted living services.
	12

	major
	The subject, theme, or professional field in which students choose to specialize during their undergraduate education.
	23

	market index
	A market index is a grouping of stocks whose collective performance is meant to suggest the performance of the market as a whole. It is used as a tool to represent the characteristics of its component stocks, all of which bear something in common (such as trading on the same stock market exchange, belonging to the same industry, or having similar market capitalizations). Many indices (“indices” is the plural of “index”) compiled by news or financial services firms are used to benchmark the performance of portfolios such as mutual funds.
	16

	master of business administration (MBA)
	A master’s degree in business administration; an advanced university degree in business studies.
	23

	master’s degree (MA)
	A graduate degree typically requiring two or three years of study beyond a bachelor’s degree; an academic degree higher than a bachelor’s degree but lower than a doctorate.
	23

	median salary
	The income level that is in the middle of all income reported.
	23

	medical insurance
	Insurance for medical and funeral expenses incurred in an auto accident, regardless of fault.
	11

	medical underwriting
	The process by which an insurer used to decide whether to offer coverage to an individual or group, and at what premium. Because of changes related to the Affordable Care Act, medical underwriting is no longer part of an individual’s health insurance application process. 
	12

	milestones
	Originally referring to markers in the road to allow travelers to know how far they have traveled, the word milestones has expanded to include important events and accomplishments that occur in the process of achieving a goal. Milestones allow us to evaluate progress toward a final objective.
	3

	minimum monthly payment
	The smallest amount of money a borrower can pay monthly toward a credit card, usually 2% of the balance.
	8

	money market account
	A deposit account that is considered a savings account for some purposes but upon which checks can typically be written. This type of account usually requires that a fairly high minimum balance be maintained to avoid fees. Since the account is not considered a transaction account, it is subject to the regulations on savings accounts: only six withdrawal transactions to third parties are permitted per month, only three of which may be paid by check. Banks are required to discourage customers from exceeding these limits, either by imposing high fees on customers who do so or by closing their accounts.
	15

	mortality table
	A statistical table that shows the likelihood for a person to die at any given age.
	13

	mortgage broker
	An individual who helps home buyers find the home loan that best fits their needs.
	8

	mortgage loan
	A loan used for the purchase of a home, with the home serving as collateral. There are two main categories of mortgages: fixed rate mortgages, where the interest rate on the loan stays the same throughout the life of the loan; and adjustable rate mortgages, where the interest rate fluctuates, sometimes after an initial fixed period.
	17

	mutual fund
	A professionally managed investment vehicle that pools money from many investors and invests it in stocks, bonds, short-term money market instruments, and/or other securities. 
	16

	needs
	Those things that are basic and necessary for a decent quality of life. Needs include shelter, food, and clothing.
	5

	net worth
	The difference between a person’s total assets (what he or she owns) and total liabilities (what he or she owes). It is also called wealth.
	7

	no-fault insurance
	Auto insurance coverage that pays for each person’s financial losses resulting from an automobile accident regardless of who was at fault. No-fault also refers to an auto liability insurance system that restricts lawsuits to serious cases. Only a few states require no-fault insurance.
	11

	no-load mutual funds
	Mutual funds that can be purchased without paying a sales charge. 
	16

	passbook savings 
	An account that pays interest but cannot be used directly as money (for example, by writing a check). These accounts let customers set aside a portion of their liquid assets that could be used to make purchases while earning a monetary return.
	15

	passive income
	Money earned through investments as opposed to through work.
	22

	Patient Protection and Affordable Care Act (PPACA) 

	A law signed by President Obama in March 2010. It includes a number of health-related laws that will take effect over several years, including prohibiting denial of coverage based on preexisting conditions, expanding Medicaid eligibility, allowing dependent children to remain on their parents’ insurance plan until they turn 26, and restricting insurers’ ability to enforce annual spending caps. 
	12

	pension
	A steady income given to a person (usually after retirement). Most pensions are created by an employer for the benefit of an employee. Pensions are a form of deferred compensation, usually advantageous to the employee and employer for tax reasons. Many pensions also contain an insurance aspect, since they often will pay benefits to survivors or disabled beneficiaries, while annuity income insures against the risk of longevity.
	18

	peril
	Exposure to the risk of loss.
	11

	personal injury protection coverage
	Portion of an auto insurance policy that covers the treatment of injuries to the driver and passengers of the policyholder’s car. Examples include benefits for medical expenses, loss of income from work, essential services, accidental death, funeral expenses, and survivor benefits.
	11

	policyholder (policy owner)
	Usually the policyholder is the same person who is insured, but anyone can own the policy, including a relative of the insured, or a partnership or corporation.
	13

	power of attorney
	An authorization to act on someone else’s behalf in a legal or business matter. The person authorizing the other to act is the principal or granter (of the power), and the one authorized to act is the agent or attorney-in-fact.
	19

	PPO (Preferred Provider Organization)
	A health care plan with preferred providers where most or all in-plan health care needs are covered. The plan covers a lower percentage of the costs when subscribers see out-of-plan health care providers.
	12

	preexisting condition
	A medical condition that has been diagnosed before an individual enrolls in a health care plan. 
	12

	premium
	The cost of an insurance policy, usually paid monthly.
	10

	prepaid insurance plan
	An insurance plan in which subscribers pay in advance for unlimited medical care.
	12

	prepayment penalties
	Fees for paying off a loan early.
	8

	prime rate
	A rate of interest that serves as a benchmark for most other loans in a country. In the United States, the prime rate is the interest rate banks charge to the most financially sound customers for short-term loans.
	8

	principal
	The total amount of money being borrowed. A loan’s principal does not include interest or fees.
	8

	probate
	The legal process of settling the estate of a deceased person, resolving all claims and distributing the decedent’s property. In some US states, after a person residing in that state has died without a valid will or trust, that person’s property immediately becomes the property of the spouse, if any, without the need for probate. However, in cases where the surviving spouse does not automatically succeed to the decedent’s property, it is usually necessary to probate the estate whether or not the decedent had a valid will.
	19

	probate court
	A court that is primarily concerned with the proper distribution of the assets of someone who has died. It determines the validity of wills, enforces the provisions of the valid will, and provides for the fair distribution of the assets of persons who die intestate (without a valid will).
	19

	progressive taxes
	A form of taxation where people who earn more are charged a higher percentage of their income than people with lower incomes.
	20

	property tax
	A tax paid by owners of property, based on the estimate of the property’s value.
	20

	quality of life
	The level of satisfaction or well-being a person has with life. Quality of life reflects the difference between hopes or expectations and present experience. Life expectations are usually adjusted so as to lie within the realm of what the individual perceives to be possible. This enables people who have difficult life circumstances to maintain a reasonable quality of life.
	2

	rate of return
	The amount of money gained or lost on an investment, relative to the amount of money invested, usually expressed as an annual percentage.
	14

	rating
	A measurement of the risk that life insurance companies have that determines how much the person covered must pay. Risk factors can cost you significantly when you are looking to get the best life insurance quotes. Things like weight, tobacco use, blood pressure, cholesterol levels, driving record, family history, and even citizenship all relate to your risk level and affect the cost of the policy.
	13

	real estate agent or real estate broker
	A person who acts as an intermediary between sellers and buyers of real estate and attempts to find sellers who wish to sell and buyers who wish to buy. Agents assist sellers in marketing their property and selling it for the highest possible price under the best terms. When acting as a buyer’s agent, he or she helps buyers purchase property for the lowest possible price under the best terms.
	17

	refinance
	Replace a mortgage with a new mortgage. People often refinance when interest rates come down in order to obtain more favorable terms.
	8

	repayment schedule
	The number and timing of payments needed to pay off a loan.
	8

	retirement
	Living without having to work to meet financial obligations.
	22

	rider
	An amendment of an insurance policy that either expands or restricts certain benefits and coverage.
	13

	risk
	The chance that the return on an investment will be different (usually less) than you expected. Low-risk investments usually have low rates of return, while high-risk investments have the potential for high rates of return or for loss of the original investment. 
	14

	risk management
	The process of reducing or controlling financial risk by creating a plan for protecting oneself, one’s family, and one’s property from financial losses due to catastrophic events. Successful strategies include diversified investments, purchasing insurance policies, and control of risky activities.
	3

	risk tolerance
	The degree of uncertainty you can personally handle in regard to a negative change in the value of your investment portfolio. Your risk tolerance to your investments will be either high or low. Source: The Foundation for Financial Literacy.
	5

	roadside assistance
	A program that provides you with a toll-free telephone number to call 24 hours a day, 365 days a year. This is for assistance when your vehicle breaks down or when there is a vehicle emergency.
	11

	Roth IRA
	An individual retirement account that provides tax-free growth, with contributions to the account made post-tax. Roth IRAs may be opened through various investment options, including stocks or mutual funds.
	18

	salary
	As opposed to an hourly wage, it’s income derived from a job.
	23

	secured credit card
	A kind of credit card where a borrower makes a deposit of collateral in the amount of credit that he or she is seeking. Secured credit cards are good for those who are building or rebuilding their credit histories.
	9

	SMART goals
	Goals that are specific, measurable, attainable, realistic, and time-bound.
	5

	Social Security
	A social insurance program funded through dedicated payroll taxes called the Federal Insurance Contributions Act (FICA). The Social Security Administration keeps track of all workers’ earnings throughout their career. The amount of the monthly benefit to which a worker is entitled depends upon that person’s earnings record and the age at which he or she chooses to begin receiving benefits.
	18

	stock
	A share of ownership in a corporation. Stock typically takes the form of shares of common stock (or voting shares). Preferred stock differs from common stock in that it typically does not carry voting rights but is legally entitled to receive dividends before any dividends are issued to other shareholders.
	16

	stockbroker
	A regulated professional who acts as an intermediary for investors by buying and selling shares in stocks and other securities.
	16

	stock exchange
	An organization that provides facilities for stockbrokers and traders to trade company stocks and other securities. 
	16

	stock market
	A public entity for the trading of company stock at an agreed price; these have securities listed on a stock exchange as well as those only traded privately.
	16

	sub-prime loan
	A loan to a person with a poor credit history. Sub-prime lending is risky to creditors, so borrowers often pay a higher interest rate.
	8

	tax brackets
	The divisions at which tax rates change in a progressive tax system. Income past a certain point will be taxed at a higher rate.
	20

	tax credits
	Amounts subtracted directly from the taxes due, not from income as deductions are. There are many types of tax credits, including the Earned Income Tax Credit and the Child Tax Credit.
	20

	taxable income
	Income after all deductions and exemptions have been subtracted. Using a tax table, taxes are figured based on the taxable income.
	20

	taxonomy
	A categorized list of words that are related to a particular topic.
	1

	term life
	A life insurance policy purchased to last only a specified length of time. For example, if you buy a 10-year policy and you die within those 10 years, your insurance company will pay your beneficiary if your payments are up to date. Once the 10 years are over, you no longer have coverage.
	13

	thrift (or savings and loan)
	A financial institution that specializes in accepting savings deposits and making mortgage loans. The depositors and borrowers are often members with voting rights and have the ability to direct the financial and managerial goals of the organization. It is possible for a savings and loan to be stock based and even publicly traded. This means, however, that it is truly no longer an association and that depositors and borrowers no longer have any managerial control.
	15

	title
	A legal document proving ownership of an asset, such as a home or car.
	17

	title company
	A company that researches the title of a property for a prospective buyer and makes sure that all is in order. It also provides title insurance to cover any losses due to improper titles.
	17

	transaction fee
	A fee assessed for using a credit card for certain types of transactions, like in an ATM.
	9

	trust
	A legal arrangement in which one person holds title to money or property, subject to an obligation to keep or use the property for the benefit of another.
	19

	underwriting
	The process of evaluating the risk of loss if insurance coverage is provided to a customer.
	13

	uninsured/underinsured coverage
	Portion of an auto insurance policy that protects a policyholder from uninsured/underinsured and hit-and-run drivers. There is uninsured /underinsured motorists’ bodily injury as well as uninsured/underinsured motorists’ property damage.
	11

	universal life
	A policy that gives the policy owner the choice of changing the premium and even the death benefit.
	13

	values
	What a person finds important and valuable, often in a moral sense. People derive their values from a wide variety of sources, including family, religion, culture, education, and friends. A person’s values help guide him or her in making decisions.
	5

	variable expenses
	Expenses and costs in one’s budget that fluctuate and can be controlled, thereby allowing for a budget that can be automatically adjusted.
	7

	variable rate
	An interest rate that changes based on the moves of another rate index, usually the prime rate.
	9

	volatile
	Subject to fast, extreme changes in price.
	14

	wage
	A rate paid for work completed, usually hourly.
	23

	wants
	Those things in life that are not basic necessities, such as entertainment and leisure travel. These often include enhancements and improvements to our basic needs, such as luxury clothing, food, housing, and vehicles.
	5

	wealth management
	Maintaining and growing one’s finances. Also refers to a professional service that is the combination of financial/investment advice, accounting/tax services, and legal/estate planning; also refers in a more general sense to maintaining and growing one’s finances.
	1

	wealth-building assets
	Items of value owned by an individual that are likely to increase in value over time, such as savings, investments, and real estate. Assets that are not wealth building usually lose value or depreciate over time.
	7

	will
	A document by which a person regulates the rights of others over his or her property or family after death.
	19
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