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About this Edition 

This standard edition represents a compilation of the most popular 100 financial terms. I have 
studied hundreds of financial websites and articles and compiled a list of all terms. After 
deleting the duplicates around 100 terms were left over. Then I put them in alphabetical order 
and used the description of these terms from the online Financial Terms Dictionary to publish 
this book. 

If a description contains another financial key phrase and it is part of this book, then it’s au-
tomatically linked to it. Otherwise it links to the online description. 

This collection may not contain terms that you would consider popular. If you want them to 
be included please write me a short message and I will consider it for the next version. If you 
find any errors, misspellings, wrong or outdated information please let me know. 

I hope you enjoy this standard edition of the Financial Terms Dictionary, and the quality of 
your financial decision will improve upon better understanding of these terms. 

Copyright And Trademark Notices 

This book is copyright ©2017 Thomas Herold (the "Author"). All Rights Reserved. Published in 
the United States of America. The legal notices, disclosures, and disclaimers at the front of 
this eBook are Copyright (c) 2017 Thomas Herold and licensed for use by the Author. All 
rights reserved. 

All trademarks and service marks are the properties of their respective owners. All references 
to these properties are made solely for editorial purposes. Except for marks actually owned 
by the Author, the Author (as both author and as publisher) does not make any commercial 
claims to their use, and is not affiliated with them in any way. 

Unless otherwise expressly noted, none of the individuals or business entities mentioned 
herein have endorsed the contents of this book. 
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Limits of Liability And Disclaimer of Warranties 

The materials in this book are provided "as is" and without warranties of any kind either ex-
press or implied. The Author disclaims all warranties, express or implied, including, but not 
limited to, implied warranties of merchantability and fitness for a particular purpose.  

The Author does not warrant that defects will be corrected, or that that the site or the server 
that makes this eBook available are free of viruses or other harmful components. The Author 
does not warrant or make any representations regarding the use or the results of the use of 
the materials in this book in terms of their correctness, accuracy, reliability, or otherwise. Ap-
plicable law may not allow the exclusion of implied warranties, so the above exclusion may 
not apply to you. 

Under no circumstances, including, but not limited to, negligence, shall the Author be liable 
for any special or consequential damages that result from the use of, or the inability to use 
this eBook, even if the Author or his authorised representative has been advised of the possi-
bility of such damages. 

Applicable law may not allow the limitation or exclusion of liability or incidental or consequen-
tial damages, so the above limitation or exclusion may not apply to you. In no event shall the 
Author's total liability to you for all damages, losses, and causes of action (whether in con-
tract, tort, including but not limited to, negligence or otherwise) exceed the amount paid by 
you, if any, for this eBook. 

Facts and information are believed to be accurate at the time they were placed in this book. 
All data provided in this book is to be used for information purposes only. The information 
contained within is not intended to provide specific legal, financial or tax advice, or any other 
advice whatsoever, for any individual or company and should not be relied upon in that re-
gard. The services described are only offered in jurisdictions where they may be legally of-
fered. Information provided is not all-inclusive, and is limited to information that is made 
available and such information should not be relied upon as all-inclusive or accurate. 

You are advised to do your own due diligence when it comes to making business decisions 
and should use caution and seek the advice of qualified professionals. You should check with 
your accountant, lawyer, or professional advisor, before acting on this or any information. You 
may not consider any examples, documents, or other content in this eBook or otherwise pro-
vided by the Author to be the equivalent of professional advice. 

The Author assumes no responsibility for any losses or damages resulting from your use of 
any link, information, or opportunity contained in this book or within any other information 
disclosed by the author in any form whatsoever. 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About the Author 

Thomas Herold is a successful entrepreneur and personal development coach. After a career 
with one of the largest electronic companies in the world, he realised that a regular job would 
never fully satisfy his need for connection on a deep level. The only way to live his full poten-
tial was to start building his own business and find new ways to be in service to others. 

For over 25 years he has helped many people – including himself – build their dream busi-
nesses. Toward that goal, he focuses on education – simplified and enhanced by modern 
technology. He is the author of 18 books (click here for a list of books at amazon) with over 
200,000 copies distributed worldwide. 

Other than his passion for creating businesses, Thomas has spent over 20 years in the self-
development field. Placing emphasis on the exploration of consciousness and building practi-
cal applications that allow people to express their purpose and passion in life, Thomas’s work 
in this area has provided ample and happy proof that this approach works. 

He believes that every person has at least one gift and that, when this gift is developed and 
nourished, it will serve as a fountainhead of personal happiness and help contribute to a bet-
ter, more sustainable world. 

For the past twelve years Thomas has studied the monetary system and has experienced 
some profound insights on how money and wealth are related.  

He has recently committed to sharing this financial knowledge in a new venture – the Finan-
cial Terms Dictionary, a hub of financial term descriptions designed to help people get started 
on their own money makeover and get a financial education in the process. 

Thomas’s ultimate vision for the Financial Terms Dictionary is to empower people to adopt a 
wealthy mindset and to create abundance for themselves and others. His ability to explain 
complex information in simple terms makes him an outstanding teacher and coach. 

For more information please visit: financial-dictionary.info 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Limited Time Offer - Get 10 Financial Dictionary Editions Free! 

Would you like to get really savvy with financial terms? For a limited time I am offering all of 
my 10 financial dictionaries for free in return for a brief review on amazon. 

You can download the books by clicking on the download button below. Please check it right 
away, as I am not if this offer is still available at the time of your reading. There are no 
strings attached. Simply download the book and if you like it write a review - that’s it. 

Available Editions 
Accounting, Banking, Corporate Finance, Economics, Investments, Laws & Regulations, Real 
Estate, Retirement, Trading, Basic Edition and Acronyms. 

Please click below to check if this offer is still available. In case this button does not work 
please go to: financial-dictionary.info/free-book/ 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Get The Premium Edition - Now Over 900 Financial Terms! 

This practical financial premium edition of the financial dictionary helps you understand and 
comprehend most common financial lingo. It was written with an emphasis to quickly grasp 
the context without using jargon. With over 900 financial terms (as of this writing) it is the 
most comprehensive financial dictionary in article style available. 

This book is useful if you are new to business and finance. It includes over 900 most fre-
quently used terms for businesses, investors and entrepreneurs. With the alphabetical order 
it makes it quick and easy to find what you are looking for. 

Included Financial Categories 

Accounting, Banking, Corporate Finance, Economics, Investments, Laws & Regulations, Real 
Estate, Retirement, Trading, Acronyms & Abbreviations. 
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What is a 1035 Exchange? 

A 1035 Exchange is an exchange process that permits individuals to replace their existing life 
insurance policy or annuity contract with a similar new contract or policy. Thanks to a provi-
sion in the tax code, this can be affected without suffering any negative tax repercussions as 
part of the trade off exchange. The Internal Revenue Service permits those who hold these 
kinds of contracts to update their old policies and annuities with those more modern ones 
that include better benefits, superior investment choices, and lower fees. 

The 1035 Exchange is also called a Section 1035 Exchange after the tax code section for 
which it is named. It literally permits policyholders to transfer their funds out of an endow-
ment, life insurance policy, or annuity into a newer similar vehicle. The way it works is to al-
low holders to defer their gains. When all of the received proceeds of the original contract be-
come transferred to the newer contract (as there are simultaneously not any loans outstand-
ing on the prior policy), no tax becomes due at point of exchange. Should these proceeds be 
received and not exchanged according to the 1035 Exchange rules, then all gains obtained 
out of the first contract become taxable like ordinary income, and not as capital gains. 

Gains do not refer to all money received. Instead they are the result of subtracting the gross 
cash value from the premium tax basis. This basis refers to the original dollar amount put 
into the contract itself minus the premiums paid for extra benefits or any distributions which 
qualify as tax free. 

In order for this 1035 Exchange to make sense, it has to benefit the policy holder either eco-
nomically or personally. It is also important for holders to never terminate their in place in-
surance policies until the newer policy has been fully issued and becomes effective. The hold-
ers need to contemplate any health changes since the original policy started. It might cost 
extra premiums in order for the newer policy to cover them. They might even receive a denial 
of coverage if the changes in health are too drastic. Similarly, if the holder is well advanced in 
age, the premium rate may increase. 

Some policies also have surrender charges that must be considered. There may be different 
guarantees, provisions, and interest crediting in the newer policy as well. Most importantly, 
benefits of the newer policy have to be carefully reviewed. These may change negatively in 
some cases. 

There are rare cases where simply surrendering an existing insurance policy or annuity is 
more advantageous than engaging in a 1035 Exchange. These primarily occur when the exist-
ing contract offers no gain. Sometimes outstanding loans on the initial policy also decrease 
the benefits of an exchange. In other cases, the original policy may have a “market rate ad-

 / 12 200

https://www.financial-dictionary.info/terms/annuity
https://www.financial-dictionary.info/terms/revenue
https://www.financial-dictionary.info/terms/capital-gains


Financial Terms Dictionary - The 100 Most Popular Financial Terms Explained

justment” type of provision. This would cause the exchange proceeds to be less than those 
offered in a surrender. 

It is usually the case that such a 1035 Exchange will be slower and more involved than simply 
surrendering the holder’s original policy. It can even require a few months much of the time. 
This is why the conditions that affect the practicality of the exchange include financial condi-
tions of the initial policy carrier, the country’s economic climate at the time, and the inten-
tions of the policy holder. 

The IRS only deems certain exchanges to be considered “like kind” and allowable. These in-
clude life insurance for life insurance, life insurance for non-qualified annuity, life insurance 
for endowment, endowment for non-qualified annuity, endowment for endowment, and non-
qualified annuity for non-qualified annuity. They also will allow multiple numbers of existing 
contracts to be changed into a single newer contract. It does not work in reverse. A single ex-
isting contract can not be exchanged in for multiple newer contracts, per the IRS rules and 
regulations. 
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What is a 401(k) Plan? 

401k retirement plans are specific kinds of accounts that the government established to help 
individuals to plan and save for retirement. Individuals fund these accounts using pre-taxed 
dollars from payrolls. 

People invest money in these accounts into several different types of investments. These in-
clude stocks, mutual funds, and bonds. Gains earned in the account include dividends, capital 
gains, and interest. These gains do not get taxed until the owners withdraw the funds. 

The name of the 401k comes from the portion of Internal Revenue Service Code which per-
tains to it. This vehicle for saving for retirement began in 1981 when an act of Congress cre-
ated it. 

There are a number of benefits to 401k accounts that recommend them to individuals. Five of 
these include tax benefits, flexibility of investments, employer matching programs, loan abili-
ties, and portability. 

The advantageous tax benefits are one of the main reasons that 401k plans are so popular. 
Money contributed does not become taxable until individuals withdraw it. Similarly gains ac-
crued in the account are also tax-deferred. Over several decades, this makes a significant dif-
ference in the amount of money that people can save. 

Investments that the IRS allows in these 401k retirement plans provide some flexibility. 
Those who do not want to take on much risk can choose to put more of their funds into 
shorter term bonds which are lower risk. Others who are more concerned with developing 
wealth over the long term can put a larger percentage of the money into equities like stocks 
and mutual funds. Company stock can also be acquired at a discount with many employers. 

A tremendous edge that these 401k retirement plans provide their owners is the employer 
match feature. A great number of employers match their employees’ contributions as a com-
pany benefit. This is done on a percentage basis. Newer employees may receive a 25% of 
contributions match, while employees who have been at a company longer may receive 50% 
or even 100% matches. Matches are only made on a certain maximum percentage of income 
that an employee contributes. This is the closest thing to free money a person can obtain at 
work. 

Loan abilities from 401k retirements are a helpful feature for individuals in times of need. 
When people find themselves needing money with no other place to turn, the government 
permits them to obtain 401k loans from the plan. The plan administrator has to approve it as 
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well. Loans from 401k plans are not taxed or penalized so long as they are repaid according 
to the repayment schedule and terms. 

There are no restrictions on the uses of such loans. Some employers have minimum amounts 
that can be borrowed of $1,000 and a maximum number of loans an employee can take at a 
time. Sometimes employees will have to get their spouse’s written consent before the com-
pany will issue the loan. 

There are limits on the amount of a balance that can be borrowed. This is typically as much 
as 50% of the vested balance to no more than $50,000. When an employer will not allow an 
employee to take out a loan against the plan, hardship withdrawals can be requested. These 
are taxed and also penalized at a 10% rate. 

Portability means the 401k retirement plan can go with the employees as they change jobs. 
Investors have four different choices for their 401k plan when they move to another compa-
ny. They can choose to leave the plan with the old employer and pay any administration fees 
for the account staying there. They might instead do a rollover of their account to the new 
employer’s 401k retirement plan. 

A third option is to convert the 401k retirement plan into an Individual Retirement Account. 
Finally they might decide to close the 401k and receive the proceeds in cash. This would 
mean all money would be subject to taxes and the 10% penalty fee. 
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What is a 403(b) Plan? 

403(b) plans were created for employees of schools, churches, and tax exempt organizations. 
Individuals who are eligible may establish and maintain their own 403(b) accounts.  Their 
employers can and often do make contributions to the employees’ accounts. Individuals are 
able to open one of three different types of 403(b)s. 

The first is an annuity plan that an insurance company establishes. These types of plans are 
sometimes called TDAs tax deferred annuities or TSAs tax sheltered annuities. A second plan 
type is an account which a retirement custodian offers and manages. With these 403(b)s, the 
account holders may only choose from mutual funds and regulated investment companies 
that the custodian allows. The final type is a retirement income account. These accounts ac-
cept a combination of mutual funds or annuities for the investment choices. 

Employers have some control over these accounts. They are able to decide which financial in-
stitution will hold the employees’ 403(b) accounts. This determines the kind of plan that the 
employees are able to set up and fund. Employers receive several advantages from choosing 
to offer a 403(b). 

The benefits which they get to offer their employees are worthwhile. This helps to ensure 
valuable employees stay with the organization. They also enjoy sharing the funding costs be-
tween themselves and their employees. Employers may also choose for the 403(b) to only 
accept employee contributions if they do not wish to participate financially in the account. 

Employees also experience several benefits from these types of retirement vehicles. They 
may contribute tax deferred dollars from their income. They may also contribute taxed dollars 
to the accounts. In these Roth 403(b)s, all of their earnings accrue tax free for the entire life 
of the account. Deferred tax payments until retirement typically allow for the employees to 
pay fewer taxes as they are often in a more advantageous tax bracket at retirement point. 
Employees may also obtain loans from their 403(b) accounts as they need them. 

A variety of non profit organizations may choose to establish such a 403(b) plan for their em-
ployees. This includes any 501(c)(3) tax exempt organization, co-op hospital service organi-
zations, public school systems, ministers at churches, Native American public school systems, 
and (USUHS) Uniformed Services for the University of the Health Sciences. 

Such 403(b) plans can obtain a variety of contribution types. Employees may have elective 
deferral contributions taken out of each paycheck. These are taken out in a pretax dollars 
arrangement. Employees also have the ability to contribute taxed dollars to the accounts. 
They have these deducted from their payrolls as well. 
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Employers may also choose to make contributions which are either discretionary or fixed 
amounts as they desire. Employees and employers may make contributions to Roth 403(b) 
accounts. These 403(b) accounts may also receive any combination of the previously men-
tioned contribution types, which demonstrates their flexibility. 

Employees have generous annual contribution limits with these plans. In 2016, they may con-
tribute up to $18,000 (or $24,000 if they are over 50 years old and catching up on contribu-
tions for retirement). For 2016, employers may also deposit as much as $53,000 (up to 
100% of the employee compensation) as an annual contribution. 

Regarding distributions, the rules are comparable to the other types of retirement savings 
vehicles. Distributions of deferred taxed dollars become taxable like regular income when the 
employee receives them. If these are taken before the employee turns 59 ½, then the with-
drawn dollars are assessed the standard 10% penalty for early withdrawals. There are some 
exceptions to this penalty for which an employee may qualify. One of these exceptions is if 
the employee terminates the job even before reaching the age of retirement. 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