
 

 

 

 

 

 

 





One basis point equals 1/100 of a percentage point. 

Capital expenditure (Capex) are funds used by a company to acquire or upgrade physical assets such as property, indus-
trial buildings or equipment. 

Deflation is a sustained decrease in the general price level of goods and services. 

Earnings per share (EPS) is calculated as a company's net income minus dividends of preferred stock, all divided by the 
total number of shares outstanding. 

Equity risk premium is an excess return earned by an investor when they invest in the stock markt over a risk-free rate. 
This return compensates investors for taking on the higher risk of equity investing. 

The European Central Bank (ECB) is the central bank for the Eurozone. 

The Federal Open Market Committee (FOMC) is the committee that oversees the open-market operations (purchases and 
sales of securities that are intended to steer interest rates and market liquidity) of the U.S. Federal Reserve. 

In the United States, the Federal funds rate is the interest rate at which depository institutions (banks and credit unions) 
lend reserve balances to other depository institutions overnight on an uncollateralized basis. 

Fiscal policy describes government spending policies that influence macroeconomic conditions. Through fiscal policy, the 
government attempts to improve unemployment rates, control inflation, stabilize business cycles and influence interest 
rates in an effort to control the economy. 

Generally accepted accounting principles, or GAAP, are a set of rules that encompass the details, complexities, and legali-
ties of business and corporate accounting. 

Inflation is the rate at which the general level of prices for goods and services is rising and, subsequently, purchasing 
power is falling. 

Intrinsic value is a measure of what an asset is worth. This measure is arrived at by means of an objective calculation or 
financial model. Financial analysis uses cash flow to determine the intrinsic, or underlying, value of a company or stock. 

The price-to-earnings (P/E) ratio compares a company's current share price to its earnings per share. 

The real interest rate is the nominal interest rate adjusted for inflation as measured by the GDP deflator. 

A recession is, technically, when an economy contracts for two successive quarters but is often used in a looser way to 
indicate declining output. 

The risk premium is the expected return on an investment minus the return that would be earned on a risk-free investment. 

The S&P 500 is an index that includes 500 leading U.S. companies capturing approximately 80% coverage of available 
U.S. market capitalization. 

A share buyback involves a company buying back its own shares. 

Treasury Inflation-Protected Securities (TIPS) are a form of U.S. Treasury bonds designed to protect investors against 
inflation. These bonds are indexed to inflation and pay investors a fixed interest rate as the bond's par value adjusts with 
the inflation rate. 

The U.S. Federal Reserve, often referred to as "the Fed," is the central bank of the United States. 






