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A
Accounts payable - The money that a firm owes to others. Considered a current liability on a firms balance sheet.
Accounts receivable - The money owed to a firm. Considered a current asset on a firm's balance sheet. 
Amortization - The accounting procedure used to write off so-called intangible assets (assets which do not have a real value, like brand names or patents) over the period of their existence. Its partner in crime is depreciation, which allows firms to write off capital (property, plant and equipment) expenses.
B

Balance sheet - A financial statement that lists a funds assets and liabilities as of a certain date. It shows a firm's financial position by stating what a firms owns (assets) and what it owes (liabilities). The difference between the two is shareholders' equity or book value. Remember on a balance sheet that:

Assets = Liabilities + Shareholders' Equity
In other words, someone always owns every asset that a firm has . . . be it a lender or a shareholder.
Beta - A measure of volatility against a benchmark. If a security tracks its benchmark exactly, then it will have a beta of 1. If a stock has a beta of 1.25, then it should outperform the benchmark by 25% during growth and under-perform the benchmark during a decline. Generally speaking, the higher the beta, the more volatile the security. 
Without an R-squared, beta is meaningless because R-squared determines how much a investment's return is correlated to its benchmark. This is a tricky concept, but if you understand some basic regression analysis will take you a long way. Just think of it this way . . . you get a beta by regressing a security against the benchmark. BOOM! 
Book value - The difference between a company's assets and liabilities. Book value is what would be left over for shareholders if the company was sold and its debts were all paid off. It is calculated by taking total assets and subtracting total liabilities and then dividing by the number of outstanding shares. 
Bottom line - An accounting term for net profit or loss. It is the "bottom line" on a company's earnings report.
C

Capital asset - An asset that is held by a firm for more than a year and is not bought or sold normally. Capital assets usually include property, plant, and major equipment. These items are depreciated on the firm's balance sheet.
Current assets - Assets that are relatively liquid and can be converted to cash in 12 months. Some current assets that a company might have are cash, marketable securities (stocks), accounts receivable, and inventory. 
Current liabilities - Obligations owed within 12 months. Some examples are accounts payable, short-term debt, and interest payment due on long-term debt.
Current ratio - Current assets divided by current liabilities. What does that tell you? Well, that gives an idea of a company's liquidity. If every one of their current obligations (vendors, creditors, etc.) showed up and said, "where's our money?" could they cut a check? If the current ratio is greater than one, then yes, they could. 
D

Debt - Securities that indicate a firm's intention to repay at a later date. This can be bonds, notes, loans, etc. There is much debate about the right amount of debt for a firm to take on . . . too much debt can unnecessarily burden the firm in tough financial times, but too little debt can limit growth.
Debt-to-equity ratio - This is a measure of a firm's financial "leverage." It is calculated by dividing long-term debt by shareholders' equity. The higher the ratio, the greater the chance the firm will be unable to repay all that debt in the future. But, the right amount of leverage, can boost growth.
Depreciation - A non-cash charge on a firms financial statements that represents the reduction in value of assets due to wear, age, or obsolescence. Hard assets (property, plant, and equipment) depreciate in value over time and must eventually be replaced. Accountants will write off these assets over the estimated useful life of the asset. Because depreciation appears on the income statement, some analysts prefer to use cash flows as it backs depreciation out of net income.
Dividends - A portion of a company's net income that is paid to shareholders as a return on their investment. Dividends are declared or suspended at the discretion of the company's board of directors. The decision of a board to suspend dividends may signal tough times ahead for a company, while the decision to increase the dividend means that happy days are here. Dividends are nice because they give you cash-money in your hands for your investment. The downside is that they are taxed as income.
Dividend yield - A company's annual dividend expressed as a percentage of its current stock price. As stock price declines, dividend yield goes up. Some investors see high yield as a sign that a stock is cheaply priced. 
E

Earnings - The amount of profit that a company realizes after all costs, non-cash expenses, and taxes have been paid. Earnings are the measure of value. The market rewards both fast and stable growth of earnings. Sometimes you will hear earnings referred to as profit or net income as well.
Earnings growth - The percentage change in a firm's quarterly earnings per share versus the same period from the previous year. To gauge how successful a company is, compare its earnings growth to other firms in the same industry.
Earnings per share (EPS) - The portion of a company's earnings allocated to each outstanding share of stock. This can be useful to compare companies within an industry if one firm is massive compared to its competition.
EBITDA - Earnings Before Interest, Taxes, Depreciation, and Amortization. This is also known as operating cash flow. This gives you a raw idea of a company's expenses related to its revenues. It can be useful for comparison.
F

Face value - The value a bond has printed on its face, usually $1,000. It represents the amount of principle due at maturity. Due to changing interest rates, the actual market value of the bond may fluctuate.
Fiscal year - The twelve-month period that a firm or government uses for its bookkeeping purposes. A company's fiscal year can be the same as the calendar year, but it does not have to be. The abbreviation that you will often see is FY. 

Fixed assets - Tangible property used in the operation of a business but not expected to be consumed or converted into cash in the ordinary course of events. This is generally a firms property, plant, and equipment.
Fundamental analysis - Fundamental analysis asserts that a stock's price is determined by the future course of its earnings and dividends. If you are using this, you will look at a firm's financial statements and its competitive position within the industry to determine the intrinsic value of a stock's underlying business. If this intrinsic value is greater than the price of the stock, the stock is said to be undervalued and has greater earnings potential than the price indicates and it should be bought.
G

Generally Accepted Accounting Principles (GAAP) - Guidelines that determine what should be done in particular accounting situations. It is supposed to make firms easier to analyze and to make their books more transparent for investors.
Goodwill - An accounting term. Any advantage (like a brand name or symbol) than enables a business to earn better profits than its competitors. During acquisition, goodwill is the amount that the buyer is willing to pay for the firm over the liquidation value of its assets for this advantage. The purchaser then writes off this goodwill over a period of time (up to 40 years) through amortization.
The biggest example of goodwill in recent history was Ford's purchase of Jaguar. They paid an incredible sum for the brand name, as the Jaguar factory in England was worth very little (mostly antique equipment).
H

Hard asset - Known also as a tangible asset. This is an assets which has an intrinsic value such as a factory, a mine, or even a work of art. The opposite is an intangible asset which has a value that cannot be measure by physical properties, such as a copyright.
I

Illiquid - An asset not readily convertible to cash. 
Inflation - The rate at which the general level of prices for goods and services is rising. Inflation is measured by the Consumer Price index. You need to keep the rate of inflation in mind when investing because it has the ability to erode your gains. If your investment (savings account for example) is growing at 2%, but inflation is 3%, then your net investment is -1%.
Intangible assets - Assets that have no physical substance, such as a patent. They are, thus, subject to some accounting manipulation. Generally accepted accounting principles require that these assets be amortized over 40 years. 
Interest rate - The rate of interest charged for the use of money, usually expressed as an annual rate. Interest rates are quoted on bills, bonds, notes, credit cards, and all kinds of loans. Rates in general reflect the Federal Funds Rate targeted by the Federal Reserve. A rise in interest rates has a negative effect on the stock market because investors can get more competitive returns from buying newly issued bonds instead of stocks, and vice-versa for interest rate cuts. 
Internal rate of return - An accounting term for the rate of return on an asset. It is the discount rate on an investment that equates the present value of its cash outflows to the present value of its cash inflows.
Intrinsic value - The underlying value of a business separate from its market value or stock price. In fundamental analysis, the analyst will take into account both quantitative and qualitative aspects of a company's performance. The quantitative aspect is the use of financial ratios such as earnings, revenue, etc., while the qualitative perspective involves consideration of the company's market strength. This information is used to make a prediction about the future earnings and prospects for growth for the company to arrive at the intrinsic value of the shares. This is then compared to the market value of the stock to determine if it is undervalued or overvalued.
Inventory - The monetary value of a company's raw materials, work in progress, supplies used in operations, and finished goods. Excess inventory on a company's balance sheet could indicate a slowdown in sales and lack of pricing power.
Inventory turnover - For a company, the ratio of annual sales to inventory; or, the fraction of that year that an item remains in inventory. Both give the same result. Low turnover is a sign of inefficiency, since inventory usually has a zero rate of return. 
L

Leading economic indicators - A composite of eleven economic indicators that forecast likely changes in the economy, compiled by the Conference Board. The components are:
· Average work week 

· Unemployment claims 

· Orders for consumer goods 

· Slower deliveries 

· Plant and equipment orders 

· Building permits 

· Durable goods order backlog 

· Materials prices 

· Stock prices 

· M2 money supply 

· Consumer expectations 

Leverage - The degree to which a company is using borrowed money. It is measured by the debt to equity ratio, calculated by dividing long-term debt by stockholders equity from the company's balance sheet. The more long-term debt, the greater the leverage and the greater the risk that a company will have to default. However, leverage also helps boost profits for a company, so it is really about finding the right mix between the two.
Liabilities - The financial claims against a company. They include accounts payable, wages and salaries, dividends, taxes, and debt obligations.
Long-term debt - Debt that must be paid in one year or more. There are a number of types of long term debt, such as bonds, bank loans, and debentures.
M

Market capitalization - The total market value of a company or stock. It is calculated by multiplying the number of outstanding shares by their current price. Investors generally divide the U.S. market into three basic categories: large cap, mid cap, and small cap, based on a firm's market capitalization.
N

Net asset value - Net asset value is also known as the price per share, or the value of a fund's assets divided by the number of its outstanding shares. 
Net income - The so-called "bottom line," the profit that a company has after paying all expenses, dividends, and taxes. Net income is not the end all be all of evaluating a company, as it can be manipulated by company management, as we saw with Enron. Net income is also referred to as profit or earnings.
Net margin - Calculated by dividing net income by revenue and multiplying by 100, to express the number as a percentage. This number is usually used to comparing operating efficiency between companies.
O

Operating income - A measure of a company's earning power from ongoing operations. This is found by subtracting cost from revenue, but not interest paid, dividends, or taxes. For companies that have high levels of debt payments, this figure may be cited to show how the company is performing.
Operating margin - Profitability after all operating costs have been paid, found by dividing cash flow by revenue and then multiplying by 100. This is a good indication of a company's profitability, because it is calculated before the accountants can use depreciation and amortization accounting procedures to distort a company's financial position.
P

Payout ratio - The percentage of a company's earnings paid to shareholders as dividends. To calculate, divide the quarterly dividend by the quarterly earnings-per-share and multiply by 100.
Portfolio - A collection of securities owned by an investor. The thinking is that a portfolio includes a variety of financial instruments (stocks, bonds, cash to name a few) in order to diversify risk.
Price-to-book ratio - Stock price divided by it's per share book value. 
Price-to-earnings-growth ratio (PEG) - The PEG ratio (price-to-earnings-growth) is calculated by dividing a stock's forward P/E by its projected three to five year annual earnings-per-share growth rate. Generally speaking, the higher the PEG, the pricier the stock. 
Price-to-earnings ratio (P/E) - A ratio to evaluate a stock's worth. It is calculated by dividing the stock's price by an earnings-per-share figure. If calculated with the past year's earnings, it is called the trailing P/E. If calculated with an analyst's forecast for next year's earnings, it is called a forward P/E.
Price-to-sales ration (P/S) - The ratio of a stock's latest closing price divided by revenue per share. (Sales are the same thing as revenues.) Revenue per share is determined by dividing revenue for the past 12 months by the number of shares outstanding. This ratio is particularly useful for companies that have little or no earnings.
Prime rate - The interest rate banks charge their most creditworthy commercial customers. Banks use the prime as a base to set rates for credit cards, home-equity loans and other loans, including loans to small and medium-size businesses. The rate is determined by general trends in interest rates. Normally, the prime rate will move in steps and then remain constant until a major rate change has been made. This usually happens when the Federal Reserve makes major changes in monetary policy.
Principle - The face value or par value of a bond. It represents the amount of money you are owed when a bond reaches its maturity. 
Profit - The earnings a company realizes after all costs, expenses and taxes have been paid. It is calculated by subtracting business, depreciation, interest and tax costs from revenues. Profit is the supreme measure of value as far as the market is concerned. Profit is also called earnings or net income. 
Profit margin - A measure of a company's profitability, cost structure and efficiency, calculated by dividing earnings or cash flow by revenue. There are four basic types of profit margin: gross, operating, pre-tax and net. Net margin is the one investors pay the most attention to. It shows a company's profitability after all costs, expenses and taxes have been paid. The net margin is calculated by dividing earnings by revenue and then multiplying by 100. Margins are particularly helpful since they can be used to compare profitability among many companies.
Pro-forma results - A projection of a financial statement that shows how the actual statement would look under certain conditions. Many companies that rose and fell in the dot com bubble reported pro-forma results, rather than their actual results.
Q

Qualitative analysis - Qualitative analysis is security analysis that uses subjective judgment in evaluating securities based on non-financial information such as management expertise, cyclicality of industry, strength of research and development, and labor relations.
Quantitative analysis - A research technique that deals with measurable values as distinguished from such qualitative factors as the character of management or labor relations. Quantitative analysis uses financial information derived from company balance sheets and income statements to make investment decisions. Examples of quantitative analysis include a review of company financial ratios, the cost of capital, asset valuation, and sales and earnings trends. Although quantitative and qualitative analysis are distinct, they must be used together to arrive at sound financial judgments.
R

Return on assets (ROA) - The rate of investment return a company earns on its assets. An indicator of profitability, ROA is determined by dividing net income from the past 12 months by total assets and then multiplying by 100. Within a specific industry, ROA can be used to compare how efficient a company is relative to its competitors.
Return on equity (ROE) - The rate of investment return a company earns on shareholders’ equity. An indicator of profitability, ROE is determined by dividing net income from the past 12 months by net worth (or book value). This statistic shows how effectively a company is using its investors' money. Within a specific industry, it can be used to compare how efficient a company is relative to its competitors.
Return on investment (ROI) - A measure of how much the company earns on the money the company itself has invested. It is calculated by dividing the company's net income by its net assets. 
Revenue - Revenue is the earnings of a company before any costs or expenses are deducted. It includes all net sales of the company plus any other revenue associated with the main operations of the business (or those labeled as operating revenues). It does not include dividends, interest income or non-operating income. Also called net sales. 
R-squared - A measure of a fund's correlation to the market calculated by comparing monthly returns over the past three years to those of a benchmark. The benchmark for equity funds is the S&P 500. For fixed-income funds, it is the T-bill. The R-squared number ranges from zero to 100. A score of 100 means a perfect correlation with the benchmark. A score of 85 means an 85% correlation. Generally, a higher R-squared will indicate a more useful beta figure. For instance, if a fund is earning a return near its most closely related index (indicated by an R-squared near 100), yet has a beta below one, it is probably offering higher risk-adjusted returns than the benchmark. If the R-squared is lower, then the beta is less relevant to the fund's performance. 
S

Sales - Money a company receives from the goods and services it sells. In some cases, the amount includes receipts from rents and royalties. Also called revenue.
Sales growth - The annualized growth rate of sales or revenue expressed as a percentage. Sales growth can be useful for measuring the growth rate of young companies with no earnings. It is also harder for accountants to manipulate sales figures than earnings. 
Security - Generally, a stock or a bond. Specifically, a piece of paper that indicates the holder owns a share or shares of a company (stock) or has loaned money to a company or government organization (bond).
Share - A unit of ownership in an equity or mutual fund. This ownership is represented by a certificate, which names the shareowner and the company or fund.
Shareholders' equity - The amount by which total assets exceed total liabilities. Also known as net worth or book value, shareholders’ equity is what would be left over for shareholders if the company were sold and its debt retired. It takes into account all money invested in the company since its founding, as well as retained earnings.
Stock - An investment that represents part ownership of a company’s assets and earnings. 
T

Tax liability - A debt to be paid in taxes. A capital gains tax liability is created every time you sell a security or mutual fund that has increased in price. 
Technical analysis - The study of all factors related to the supply and demand of stocks. Unlike fundamental analysis, technical analysis doesn't look at underlying earnings potential of a company when evaluating a stock. Rather, the technical analyst uses charts and computer programs to study the stock’s trading volume and price movements in hopes of identifying a trend. Technical analysts don't care about a business’s intrinsic value, only the movements of its stock. Most technical analysis is used for short-term investing.
Ticker symbol - Letters that identify a security for trading purposes. Trades are reported on the consolidated tape and on quote machines by the company's symbol.
Total assets - A company’s total current assets plus total noncurrent assets. Noncurrent assets include property, plant and equipment, and other noncurrent receivables and investments. Total assets can be found on a company’s balance sheet. 
Total invested capital - Total invested capital is a tally of all the outside investments a company’s management has used to finance its business -- everything from equity (the amount of stock sold) to long-term debt. It is calculated by taking the sum of common and preferred stock equity, long-term debt, deferred income taxes, investment credits and minority interest. Total invested capital is the denominator of the debt-to-total-capital ratio, a ratio that measures how leveraged a company is. 
Total liabilities - A company’s total current liabilities plus long-term debt and deferred income taxes. Total liabilities can be found on a company’s balance sheet. Total assets minus total liabilities equals book value or net worth.
Total return - The full amount an investment earns over a specific period of time. When dealing with mutual funds or securities, total return takes into consideration three factors: changes in the NAV or price; the accumulation/reinvestment of dividends; the compounding factor over time. The return is presented as a percentage and is usually associated with a specific time period such as six months, one year or five years. Total Return can be cumulative for the specific period or annualized. If it is cumulative, it describes how much your investment grew in total for the entire period. If it is annualized, it describes the average annual return over the period of years described.
Turnover - In accounting terms, the number of times an asset is replaced during a set period. In trading, the volume of shares traded on the exchange on a given day. In employment matters, turnover refers to the total number of employees divided by the number of employees replaced during a certain period. 
Turnover ratio - A measure of a fund's trading history that is expressed as a percentage. A fund with a 100% turnover generally changes the composition of its entire portfolio each year. A low turnover figure (20% to 30%) would indicate a buy-and-hold strategy. High turnover (more than 100%) would indicate an investment strategy involving considerable buying and selling of securities. 
V

Volatility - The characteristic of a security or market to fall or rise sharply in price in a short-term period. A measure of the relative volatility of a security or mutual fund to the overall market is beta.
W

Working capital - The excess of current assets over current liabilities. This statistic shows a company's level of solvency. A company with a lot of working capital has cash to reinvest and make its business grow.
Y

Yield - The annual rate of return on an investment, as paid in dividends or interest. It is expressed as a percentage, generally obtained by dividing the current market price for a stock or bond into the annual dividend or interest payment. 
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