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Editor’s note

ol AalS

Welcome to the fifth edition of what we like to call our financial
demystification collectible.

We've long held the view that the financial world wheels and deals
in jargon and, since MONEYworks first launched in the UAE back in
September 1998, we've tried to simplify things whenever we can.

We're all expected to have a grip on financial terminology, especially
given the exponential growth of the financial sector in the region in

recent years. Not to mention the almighty crash of recent times and
the terms that seem to have entered our consciousness.

The simple truth is that financial jargon is everywhere these days and
it's becoming more and more difficult to keep up.Who'd heard of a
credit crunch a couple of years ago? And, what on earth was toxic
debt? Did you know there is now an Angelina Jolie Index, a Lindsey
Lohan Index and a Paris Hilton Index? Since she’s been in the region
recently we've included the Paris Hilton Index in this guide..it pretty
much covers celebrity indices. Financial terminology, it seems, changes
and adapts to the times that we live in.

In this newly updated guide, we've tried to gather together the more
well known financial terms and acronyms - plus, once again we've
added around another 60 or so terms and clarifications, along with a
few more local and regional references.

The hope is (at the time of writing in July 2009) that we're through the
worst of the bad financial news. But whether or not we've hit the bottom
and are currently enjoying a J-Lo is anyone’s guess. Next stop uptrend,
we hope.

More than ever, when it comes to your money your investments
and your financial situation, a little knowledge can really help when it
comes to getting your money working.

Utpal Bhattacharya
Editor

Note: If you think we've missed a few phrases, or you'e just coined one, please get in
touch via info@moneyworks.ae and put us straight
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401(K) PLAN (US)

A defined contribution plan offered by a corporation to its employees, which allows employees to set aside
tax-deferred income for retirement purposes; some employers match contributions dollar-for-dollar. The
name 401 (k) comes from the IRS section describing the program.

5 C'S OF CREDIT

The five key elements a borrower should have to obtain credit: character (integrity), capacity (sufficient cash
flow to service the obligation), capital (net worth), collateral (assets to secure the debt) and conditions (of
the borrower and the overall economy).

ABSOLUTE PRIORITY RULE

The idea that creditors’ claims take precedence over shareholders' claims in the event of a
liquidation or reorganisation. Shareholders are compensated only after debtors have been fully paid
off.

ACQUISITION
It is a process through which one company acquires the majority stake in another company. The acquirer
company could use both debt and equity in such a transaction.

ACCOUNT STATEMENT
A statement sent periodically, or at the very least quarterly, showing the status of an account with a bank
or broker.

ADX
Abu Dhabi Securities Exchange.

AER (ANNUAL EQUIVALENT RATE)
lllustrates what the notional rate of interest would be if the interest was compounded each time it was
paid. Where interest is paid annually, the quoted rate and the AER are the same.

AFFLUENZA

A social condition arising from the desire to be more wealthy, successful or to “keep up with the
Joneses”. Affluenza is symptomatic of a culture that holds up financial success as one of the highest
achievements.

AGFLATION

Agricultural inflation - an increase in the price of food that occurs as a result of increased demand
from human consumption and use as an alternative energy resource. While supermarket competition
absorbs some of the effects on agflation, the price hikes caused are mostly, in the end, passed on to the
consumer:

ALTERNATIVE ASSETS

Publicly traded equities, bonds and money market investments are regarded as traditional investment assets.
All other non-traditional types of investments, including real estate, commodities, hedge funds and private
equity, are known as alternative assets.

AMERICAN DEPOSITORY RECEIPT (ADR)

Certificates traded on the US stock exchange or over the counter, representing ownership of a specific
number of shares in a foreign stock. An example might be holding shares in Daimler Benz, a German
company, but in dollars and in New York.

AMEX

Acronym for American Stock Exchange Inc. - not the well-known charge card.

AMORTISATION

The systematic repayment (e.g. monthly, quarterly or yearly) of a debt or loan, such as a bond or mortgage,
over a specific time period.

ANALYST

Professional who works for a bank or a brokerage analysing and producing reports on countries, companies
and various sectors of a stock market.
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ANNUAL FEE (CARDS)

A flat, yearly charge similar to a membership fee.

ANNUAL PERCENTAGE RATE (APR) (CARDS)

The yearly percentage rate of the finance charge.

ANNUITY

A contract sold by an insurance company designed to provide payments to the holder at specified intervals,
usually after retirement.

APPRECIATION

An increase in the price or value of an asset - one component of total return.

ARBITRAGE

An attempt to profit from momentary price differences that can develop when a commodity or security is
traded on two different exchanges.

ARBITRAGEUR

A person who buys commodities or equities in one market, where the price is lower, and sells
simultaneously in another market where the price is higher: Not as easy as it sounds.

ASK

The price at which someone who owns a security offers to sell it, also known as the asked price.

ASSET

Any item of positive monetary value owned by an individual or corporation, especially that which could be
converted to cash.

ASSET ALLOCATION

The process of risk reduction by diversification, not just between different stocks and shares in one's home

market, but by allocating proportions of assets between different asset classes or different countries. Or
both.

ASSET BACKED SECURITIES (ABS)

A debt security collateralised by specific assets. Although the term applies to any debt backed by identified
assets, it generally refers to securities backed by short-term collateral such as credit-card receivables, car
loans and home-equity loans.

ASSET CLASSES

The three major asset classes are cash, bonds and stocks.

ATM

Automated Teller Machine.

AVERAGE DAILY SHAREVOLUME

The number of shares traded per day averaged over a period of time, usually one year.
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BACS (BANKERS' AUTOMATED CLEARING SERVICE)
An electronic payment system allowing us to make direct credits to a bank or building society account (UK).

BACK OFFICE

The support operations of a brokerage, insurance company, etc."Back office problems” usually refers to
slow paperwork, payments and other such intangible glitches.You will rarely get to speak with back office
personnel — perhaps not such a bad thing.

BACK-END LOAD
A fee often charged by mutual funds and the like to investors who sell their shares or units before a specified
time. Sometimes a back-end load or charge is levied regardless. Read the paperwork to find out for sure.

BANCASSURANCE
The combination of banking and insurance business within the same organisation.

BASEL Il

Wikipedia defines Basel Il best.."a round of deliberations by central bankers from around the world,
under the auspices of the Basel Committee on Banking Supervision (BCBS) in Basel, Switzerland, aimed at
producing uniformity in the way banks and banking regulators approach risk management across national
borders". Also called The New Accord - the correct full name is the International Convergence of Capital
Measurement and Capital Standards - A Revised Framework.

BEAR
Not a soft toy, but a person who thinks a market will soon be in decline. The opposite of Bull.

BEAR MARKET

‘When the overall market loses value over an extended period of time. Impossible to define exactly, though
it's often felt that a drop of at least 0 per cent is needed. Anything less is often called a “correction”
(although *“correction” isn't used when the market moves up |0 per cent).

BEARER BOND

Also called a coupon bond, it isn't registered in anyone’s name. The holder or bearer is entitled to collect
interest payments merely by cutting off and mailing the attached coupons at the correct time. Due to the
potential for abuse, electronic transfer systems and other wonderful things, bearer bonds are no longer
being issued.

BETA (US)

A quantitative measure of the volatility of a given stock, mutual fund or portfolio relative to the overall
market, usually the S&P 500. Specifically, the performance the stock, fund or portfolio has experienced in
the last five years as the S&P moved one per cent up or down. A beta above one is more volatile than the
overall market, while a beta below one is less volatile.

BFH
Bahrain Financial Harbour, one of the region’s upcoming financial centres.

BID/OFFER

Bid is the price a buyer is willing or has to buy at, while offer or asked is the price the seller will take. The
difference, known as the spread, is the broker's share of the transaction.The spread is often a surprise to
customers who didn't read the sales literature and want to liquidate their holdings - how much?

BIG BOARD
Surprise, surprise! Not a big yellow bird from the children's programme Sesame Street, but the popular
slang term for the New York Stock Exchange.

BIG MAC PPP

A method, invented' by The Economist, of determining what a country’s exchange rate would have to be
for a Big Mac in that country to cost the same as it does in the United States. Purchase power parity (PPP)
is the theory that currencies adjust according to changes in their purchasing power. With the Big Mac PPR
purchasing power is reflected by the price of a McDonald's Big Mac in a particular country. The measure
gives an impression of how overvalued or undervalued a currency is.
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BIG UGLIES
Old industrial companies in gritty industries like oil, steel or mining. Often unpopular stocks with
investors even though they generally provide solid long-term earnings, growth and dividends.

BILLS AND BONDS

Abill is a short-term fixed interest loan stock. These are often issued by governments or large corporations.
Abond is any longer-term fixed interest loan that guarantees to repay the capital at an agreed future date.
Government bonds are known as Gilts.

BLACK KNIGHT
A company that makes a hostile takeover offer/attempt on a company.

BLOWOUT
A good thing depending on your position, this is a securities offering that sells out almost immediately.

BLUE CHIPS
Rather than a tasty coloured snack, it generally refers to a well-known and/or respected company. Said
company probably has a good record of earnings and dividend payments.

BMA
Bahrain Monetary Authority, the regulatory authority in Bahrain.

BO DEREK
A pre-yuppy term used to describe a perfect stock or investment. In the 1979 movie "10", actress Bo Derek
portrayed the “perfect woman”, or “the perfect 10”.

BOILER ROOM

An unflattering term used to describe a fraud scheme in which salespeople are hired to call unsuspecting
individuals and push investment opportunities. These high-pressure calls are often used to pitch worthless
or nonexistent securities. These operations typically consist only of a large number of telephones in a single
room, giving rise to their name.

BOILER ROOM SALES

The use of high pressure selling techniques to generally promote purchases and sales of securities. Do not
buy any financial product over the phone until you are totally happy with what you are buying and know
exactly what your legal protection is.You have been warned.

BOOKVALUE

Generally speaking, this is the net asset value of a company (NAV).The NAV is arrived at by
subtracting liabilities from assets. Dividing the result by the number of common stock shares
gives you the book per share value that can be used as a relative gauge of the stock’s ‘real
value'.

BOOSTER SHOT
The first formal recommendation report issued by an underwriter for an IPO, presented in the process of
the IPO.

BORSE DUBAI

Borse Dubai is the holding company for Dubai Financial Market (DFM) and Dubai International Financial
Exchange (DIFX). Borse Dubai was created August 6, 2007 to consolidate the Government of Dubai's two
stock exchanges as well as current investments in other exchanges.

BOTTOM FISHER

An investor scouring for bargains among stocks whose prices have recently dropped dramatically. The
investor believes that a price drop is temporary or is an overreaction to recent bad news and that a
recovery is imminent. It's happening as you read this!

BOURSE

Generally used when describing European exchanges, “Bourse” originated from a Belgian family name,
“Vander Bursen”, in 1592.The Bursen family owned a hotel in the city of Bruges where traders gathered to
discuss market issues and prices. That idea later developed into a daily Market Price List.
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BROKERS BSE
In most financial markets, brokers (middlemen or women) are professionals who buy and sell shares on - AU sl 3 g
behalf of their clients. Private individuals and institutions are usually not allowed to deal in shares directly. e

In the Gulf, financial advisers are often called brokers because they sell on behalf of financial product BUCKET SHOP

providers.

BSE
The Bahrain Stock Exchange (BSE), was established in 1987 by Amiri Decree No.(4) and officially
commenced operations on June |7, 1989.

BUCKET SHOP

An organisation that accepts customer orders but doesn't immediately execute them. It waits to see if the
market acts contrary to the order and then executes the order. The original prevailing price is confirmed to
the customer, however, so the bucket shop keeps the difference as well as the commission.

BULL

Not someone who doesn't give the truth, but someone who thinks the market is going to go up.You get
the idea.

BULL MARKET

A market that has been going up for a good while.

BUY-AND-HOLD

A strategy of buying shares of companies with the intention of keeping them for some time, preferably
indefinitely, and participating in the long-term success of being a partial owner of the business underlying
the stock. Long term and, very often, the most sensible investing approach.

BUYOUT

Buyout describes the purchase of a company's controlling interest by another entity, including private equity
funds. In a leverage buyout transaction, the acquiring entity mostly uses debt to take the controlling stake in
another company with very little equity.
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CAGR (COMPOUND ANNUAL GROWTH RATE):

The year-over-year growth rate of an investment over a specified period of time. CAGR is calculated by
taking the nth root of the total percentage growth rate, where n is the number of years in the period being
considered. CAGR isn't an actual return - it's an imaginary number that describes the rate at which an
investment would have grown if it grew steadily. CAGR is a way to smooth out the returns.

CALENDAR SPREADS

An option strategy involving the simultaneous purchase and sale of options of the same class and strike
price, but different expiry dates.

CALL

The right to buy a security at a given price within a given time. Calls are bought by investors who expect
the price of the stock to rise.

CALL MONEY RATE

The interest rate that banks charge to brokers to finance margin loans to investors. The broker charges the
investor the call money rates plus a service charge.

CAPINNOVA INVESTMENT BANK

Capinnova Investment Bank is the Shari'ah compliant investment banking arm of its institutional
shareholder - A wholesale Islamic investment bank licensed by the Central Bank of Bahrain and wholly
owned by Bank of Bahrain and Kuwait (BBK). Capinnova has an authorized capital of US$500 million and
paid-up capital of US$125 million.

CAPITAL

The total of your deposits into your account, or the original investment in your bond or certificate.
CAPITAL COMMITMENT

In a private equity fund, limited partners and the general partner commits to investing a specified sum of
money over a specified period of time. The size of the fund is equal to the committed capital by the limited
and general partners.

CAPITALISATION

See market capitalisation.

CAPITAL GAIN (OR LOSS)

The difference between the price at which you buy an investment and the price at which you sell it. Adding
the capital gain (or loss) to the income received from the investment tells you your total return.

CAPITAL UNDER MANAGEMENT

The amount of capital available to any management team for private equity investing is called capital under
management.

CASH CoOw

A colloquial term for any business that generates a good ongoing flow of cash.These businesses have well-
known products and pay dividends reliably.

CASH DIVIDEND

Any payment made to a corporation’s shareholders in cash from current earnings or accumulated profits.
CASH ON DELIVERY (COD) TRADE

A general term to describe a transaction in which a seller is obliged to deliver securities to the purchaser
to collect payment.

CASH (SPOT) MARKET

Where people buy actual cash commodities, i.e. grain, livestock, etc...

CAVEAT EMPTOR

Latin - ‘let the buyer beware’. Think before you leap.

CENTRAL BANK

A national bank issuing currency, etc.
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CERTIFICATE OF DEPOSIT (CD)
A short to medium-term instrument, usually one month to five years, that is issued by a bank to pay
interest at slightly higher than standard deposit accounts.

CHAPTER | (US)
The part of the U.S. Bankruptcy Code describing how a company or debtor can file for court
protection. In the case of a corporation, reorganisation occurs under the existing management.

CHARGE OFF
A loss that is written off a company's books when a lender determines it will be unable to collect from the
debtor:

CHARTING
A name given to technical analysis of stock market information.

CHEQUE KITING
As in‘go fly a kite', this practice is the illegal issuing of a cheque from an account with insufficient
funds.

CHURNING
Excessive buying and selling in a customer'’s account to generate commissions. Also attributed to
financial advisers who ask clients to freeze one investment contract and take out another one.

CLOSE
The final transaction price for an issue on the stock exchange at the end of the trading day.

CLOSED-END INVESTMENT COMPANY
A fund that issues a set number of shares and no more.When sold out, the fund trades on the secondary
market at a price determined by investor supply and demand.

CMA

The Saudi Capital Market Authority is a government organisation with financial, legal and administrative
independence. It reports to the Prime Minister. The CMA functions are to regulate and develop the Saudi
Capital Market by issuing rules and regulations to implement the provisions of Capital Market Law aimed at
creating an appropriate investment environment.

CNN EFFECT

The temporary shifting of consumer spending that occurs as a result of gripping news, as people stay at
home glued to their TV screens. Impossible to quantify, but in theory it could affect the likes of restaurants,
cinemas, etc.

COATTAIL INVESTING

An investment strategy which involves investors mimicking the trades of well-known and historically
successful investors. Not such a bad idea in the current climate.

COCKROACH THEORY

Another way of suggesting when a company reveals bad news to the public, there’s more bad news to
follow. After all, where there's one cockroach there’s often a nest hidden.

COLD CALLING

Unsolicited phone calls from salespeople trying to get more business.

COLLATERAL

Securities and other property pledged by a borrower to secure repayment of a loan. Also called a
security.

COLLATERALISED DEBT OBLIGATION (CDOS)

A collateralised debt obligation is a financial structure that groups individual loans, bonds or assets
in a portfolio, which can then be traded. In theory, CDOs attract a stronger credit rating than
individual assets due to the risk being more diversified. The higher the risk, the more the CDO pays.
But as the performance of some assets has fallen, the value of many CDOs have also been reduced.
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COMMERCIAL BANK OF DUBAI

Commercial Bank of Dubai was established in 1969. Over the last 40 years, Commercial Bank of Dubai has
developed into a progressive and modern banking institution endowed with a strong financial structure and
management, as well as a loyal and ever- increasing customer and correspondent base. Today CBD is one of the
leading banks in the United Arab Emirates and offers its customers a full range of retail and commercial banking
products and services through its network of 26 branches and over 144 ATMs spread across the UAE.

COMMODITY

A physical substance, such as food, grains or metals, which is interchangeable with another product of the
same type and which investors buy or sell, usually through futures contracts. The price of the commodity is
subject to supply and demand. Risk is actually the reason exchange trading of the basic agricultural products
began. For example, a farmer risks the cost of producing a product ready for market at sometime in the
future because he doesn't know what the selling price will be. More generally, a product that trades on a
commodity exchange; this would also include foreign currencies, financial instruments and indexes.
COMMON STOCK

Securities representing equity ownership in a corporation, providing voting rights and entitling the holder to
a share of the company's success through dividends and/or capital appreciation. Also called junior equity.
COMPOUNDING

When an investment generates earnings on reinvested earnings.

CONTRARIAN

An investor who thinks and acts in opposition to conventional market wisdom.

CONVERGENCE

A term referring to cash and futures prices tending to come together as the futures contract nears expiry.
CONVERTIBLE BOND

A bond that is exchangeable for a predetermined number of shares of common stock in the same company.
COOKIE JAR ACCOUNTING

An accounting practice where a company uses reserves from good years against losses that might be
incurred in bad years. Prevalent this year, as you'd guess. Heard the term “write down”, recently? That's just
one type of cookie jar accounting.

COOLING OFF PERIOD

A practice where a customer may purchase a financial instrument but be allowed to change their mind
within a given time. A very good idea where high pressure selling is often used by unscrupulous salespeople.
CORNERING THE MARKET

Situation where a party or group has acquired so much of a stock or commodity that it exerts considerable
influence in the price.

CORPORATE GOVERNANCE

The all-encompassing term describing how rights and responsibilities are shared between the various
corporate participants, especially the management and the shareholders.

CORPORATE SOCIAL RESPONSIBILITY

A term to describe corporates ‘doing their bit' - CSR is an initiative to assess and take responsibility for
the company’s effects on the environment and impact on social welfare. CSR often applies to company
efforts that go beyond what may be required by regulators or environmental protection groups.
CORRECTION

A short-term drop in stock market prices. The term “correction’ comes from the notion that, when this happens,
an overpriced individual stock, market segment, or stocks in general are returning back to their “correct” values.
Never used when a stock or the stock market returns to a higher level after momentarily visiting a lower level.
CORRESPONDENT BANK

Bank that accepts deposits of, and performs services for, another bank (called a respondent bank). In most
cases, the two banks are in different cities, different countries.
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CRASH
A market crash is a big drop in market value.

CREDIT BUREAU

An agency that collects and sells information about the creditworthiness of individuals. A credit reporting
agency makes no decisions about whether a specific person should be extended credit or not; it collects
information that it considers relevant to a person's credit habits and history, and uses this information to
assign a credit score to indicate how creditworthy a person is.When a prospective creditor approaches a
credit reporting agency to inquire about a particular person, they are sold a credit report that contains all
the information relevant to the person and the credit score calculated by the agency (some creditors might
have an ongoing subscription to a credit bureau). The prospective creditor then uses that information to
decide whether or not to extend the applicant the desired credit. Also called a consumer reporting agency.
EmCredit has now launched in the UAE and the central bank has plans to launch a credit agency soon.
CREDIT CRUNCH

An economic condition where investment capital is hard to come by. Banks and investors become wary of lending
funds to corporations - which drives up the price of debt products for borrowers. Credit crunches are often a by-
product of recession.And a shrinking credit supply often points to a prolonged recession - or slower recovery.
CREDIT DEFAULT SWAP

A swap designed to transfer credit risk, in effect a form of financial insurance. The buyer of the swap makes
periodic payments to the seller in return for protection in the event of a default on a loan.

CRM

Customer Relationship Management. Those aspects of a business strategy which relate to techniques and
methods for attracting and retaining customers.

CROSS-HEDGING

Hedging a commodity using a different but related futures contract when there is no futures contract for
the cash commodity being hedged and the cash and futures market follow similar price trends.

CUM DIVIDEND

A term applied to a stock at a time when the purchaser will be entitled to a forthcoming dividend.
CUTTING A MELON

US slang term describing when a board of directors declares an additional dividend when a company
declares additional income.

CYCLICAL STOCK

Any stock that tends to rise in price quickly when the economy turns up and vice versa.

NOTES
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DATE OF RECORD

The date on which a shareholder must officially own shares in order to be entitled to a dividend.

DAY TRADING

The act of buying and selling a position during the same day.

DEAD CAT BOUNCE

A small upmove in a bear market.

DEAL FLOW

The rate at which investment offers are presented to funding institutions is known as deal flow.

DEATH VALLEY CURVE

In venture capital, refers to the period before a new company starts generating revenues, when it is difficutt
for the company to raise money.

DEBENTURE

A corporate IOU that is not backed by the company's assets and is subsequently riskier than a bond.
DEBIT CARD

A card that allows customers to access their funds immediately, electronically. Unlike a credit card, a debit
card has no float.

DEBT

A liability that has to be repaid.

DEBT TO EQUITY RATIO

Long-term debt divided by shareholders' equity, showing a relationship between long-term funds
provided by creditors and funds provided by shareholders; high ratio may indicate high risk, low ratio
may indicate low risk.

DE FACTO

Existing in actual fact, although not by official recognition.

DEFAULT

Failure to make a payment, of either principal or interest, when due.

DEFLATION

The downward price movement of goods and services.

DEPRECIATION

A decrease in the value of an asset, such as buildings or equipment.

DERIVATIVE

A financial instrument whose value depends on changes in the value of some other security. Derivatives
range from simple puts and calls to highly exotic and structured derivatives. Exotic and structured
derivatives are thought of as the ‘bogey-man' of the financial world.

DFM

Dubai Financial Market, the place to buy listed securities in Dubai.

DFSA

Dubai Financial Services Authority is an independent, integrated regulatory authority responsible for the
regulation of all financial and ancillary services conducted in or from the Dubai International Financial
Centre, including asset management, banking, securities trading, Islamic finance, re-insurance and an
international financial exchange. The DFSA has been created using principle-based primary legislation
modeled closely on that used in London and New York, and the DFSA regulatory regime operates to
standards that meet or exceed those applying in the world's major financial centres.

DGCX

Dubai Gold and Commodities Exchange. A fully automated, online commodities exchange, DGCX is the
first international commodities derivatives marketplace in the time zone between Europe and the Far East.
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DIALING AND SMILING
US slang for cold calling. When a friendly tone of voice is used to encourage trust.

DIFC

Dubai International Financial Centre is an onshore hub for global finance. It bridges the time gap between
the financial centres of Hong Kong and London and services a region with the largest untapped emerging
market for financial services. DIFC is intended to turn Dubai into a hub for institutional finance and a
regional gateway for capital and investment into the Middle East.

DIFX

The Dubai International Financial Exchange (DIFX) is “the international stock exchange between Western
Europe and East Asia.” It opened in September 2005 to enable regional and international investors to share
in the rapidly growing wealth of its region, which includes the Middle East and the Indian sub-continent.
DIFX is wholly owned by Borse Dubai and is located in the DIFC.

DIP
Nothing to do with salsa. This is a slight drop in securities during an upward trend. Some might say this is
the time to buy.

DISCOUNT BROKER
A cut-rate firm that executes orders but doesn't provide research, etc.

DISCRETIONARY ACCOUNT
A brokerage account that gives the broker authority to act without client permission.

DIVERSIFICATION

Spreading investments among different stocks, asset classes and even countries to lessen the possibility
of loss - the 'swings and roundabouts’ theory. An investor seeking diversification for a securities portfolio
would purchase securities of firms that are not similarly affected by the same variables. For example,

an investor would probably not want to combine large investment positions in airlines, trucking and
automobile manufacturing because each industry is significantly affected by oil prices and interest rates.

DIVIDEND

Distribution of earnings to shareholders, prorated by the class of security and paid in the form of money,
stock, scrip or; rarely, company products or property. The amount is decided by the board of directors.
Mutual fund dividends are paid out of income from the fund's investments.

DMCC

Dubai Multi Commodities Centre was created in 2002 to establish a regulated commodity marketplace
in Dubai. Rated ‘A’ by Standard & Poor’s, it provides the market infrastructure that brings together a
wide range of commodities activities, serving the needs of participants in the gold, diamonds, energy and
commodities markets.

DME

Dubai Mercantile Exchange. The region’s first energy futures exchange, trading Middle East based energy
futures contracts with physical or financial settlement. A joint venture between the New York Mercantile
Exchange (NYMEX) and a subsidiary of Dubai Holding. DME launched officially in June 2007.

DOLLAR COST AVERAGING

A programme of investing a set amount on a regular basis, regardless of the price of shares at the time.
Over time, this method should result in buying more shares at lower prices.

DOUBLE DIP RECESSION

When gross domestic product (GDP) growth slides back to negative after a quarter or two of positive
growth. A double-dip recession is a recession followed by a short-lived recovery, followed by another
recession. Not good, since it makes recovery seem even further away.

DOW JONES INDUSTRIAL AVERAGE (DJIA)

The oldest and most famed index of the U.S. stock market, the Dow tracks the price movements of the 30
companies that, in the opinion of the editors of The Wall Street Journal, most represent the American economy.
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DRAWDOWN

Once investment targets are identified, private equity funds approach investors into the fund to draw down
the money for investments. This money will have been already committed to the fund, and draw down is
the act of transferring the money so that it reaches the investment target.

DOWNGRADE
A lowered credit rating by an agency such as Moody's.

DSM
The Doha Securities Market is the principal stock market of Qatar, founded in 1997.

DUE DILIGENCE

The work performed by a financial company to understand an investment thoroughly before
recommending it to a client. In addition, it can mean a company policing their staff, making sure incorrect
products are not sold to trusting clients.

DUTCH AUCTION

Also known as descending price auction, uses a bidding process to find an optimal market price for a
stock, the lowest price at which an issuing company can sell all the available shares. An alternative to the
traditional negotiated pricing process used by underwriters to set IPO prices. Named after the famous
auctions of Dutch tulip bulbs in the 17th century and based on a pricing system devised by Nobel prize
winning economist William Vickrey.
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E&OE
Errors and omissions excepted. This acronym often appears on invoices and statements, etc. It is supposed
to absolve the issuing company of liability if there is a mistake on the document.

EARNINGS PER SHARE (EPS)

Total earnings divided by the number of shares outstanding. Companies often use a weighted
average of shares outstanding over the reporting term. EPS can be calculated for the previous
year (“trailing EPS"), for the current year (“current EPS") or for the coming year (“forward EPS”).
Last year’s EPS would therefore be actual, while the current and the next year’s EPS would be
estimates.

EARNINGS YIELD
The return that a stock’s annual earnings per share represents relative to the stock's current market price.

EAT WELL, SLEEP WELL

The risk/return trade-off, defined another way. Investing in high-risk, high-reward securities might offer the
potential to eat well, but the risk might hinder a good night's sleep. Low risk investing mght offer a decent
night's sleep but may ot be the road to regular caviar feasts!

EBITDA
Earnings before interest, taxes, depreciation and amortisation.

ECONOMY OF SCALE
A reduction in the ratio of expenses to assets as the size of a mutual fund, for example, increases.

EDGAR (ELECTRONIC DATA GATHERING,ANALYSIS AND RETRIEVAL)

An electronic system implemented by the SEC that is used by companies to transmit all documents
required to be filed with the SEC in relation to corporate offerings and ongoing disclosure obligations.
EDGAR became fully operational mid-1995.

EFFICIENT MARKET HYPOTHESIS

A theory stating that market prices reflect the knowledge and expectations of all investors. Simply put, it
means making the right investment is based purely on chance. Is the market efficient at the moment, we
wonder - answers on a postcard...

EFT (ELECTRONIC FUNDS TRANSFER)
Electronic Funds Transfer: Any transfer of funds that is initiated by electronic means, such as an electronic
terminal, telephone, computer or ATM.

ELEPHANTS

US Slang for large institutions that have the funds to make high volumes trades and the term refers
to the effect that Elephants (mutual funds, pension plans, insuracne companies, banks, etc...) can have
on the price of the underlying asset. Investopedia explains Elephants well:“Think of a swimming pool:
if an elephant steps into the pool (buys into a position), the water level (stock price) increases; if the
elephant gets out of the pool (sells a position), the water level (stock price) decreases. In comparison
to the elephant's influence on stock prices, the effect of an individual investor is more like that of a
mouse.”

EMERGING MARKET ETF
An exchange-traded fund that focuses on the stocks of emerging market economies, such as Latin America,
Asia, Eastern Europe, the Middle East.

EQUITIES

These are freely traded stocks and shares in publicly owned companies that do not carry a fixed rate of
interest. Instead, they entitle their holders to a share in the growth of the company through an annual
dividend payment.

EQUITY VALUE

The value of a company after allowing for repayment of all outstanding debt is known as equity
value.
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ESCROW

A financial instrument held by a third party on behalf of the other two parties in a transaction. The funds
are held by the escrow service until it receives instructions or until obligations have been fulfilled. Securities,
funds and other assets can be held in an escrow - property purchase, for example. If there are conditions
to a sale, such as passing an inspection, the buyer and seller may agree to use an escrow.The buyer of the
property will deposit the payment in an escrow account held by a third party. This assures the seller - in the
process of allowing the house to be inspected - that the buyer can make payment. Once all sales conditions
are met, the escrow transfers payment to the seller and title to the buyer.

ESTATE PLANNING
Far more than just the writing of a will, the preparation of a plan to carry out an individual's wishes as to
the disposition of wealth before or after death.

ETHICAL INVESTING

Using one’s ethical principles to determine investment selection. Ethical investing depends on an investor's
views; some choose to avoid certain industries entirely (such as gambling, alcohol, or firearms, for example)
or simply to allocate to industries that meet ethical guidelines. Islamic investing, that is investment made
bearing in mind Shari'ah law, is often referred to as ethical in nature.

EX-DIVIDEND

The period between the declaration of a dividend by a company or a mutual fund and the actual payment
of a dividend.

EX-DIVIDEND DATE

The date on or after which a security begins trading without the dividend (cash or stock) included in the
contract price.

EXECUTION

A synonym for a transaction or trade between a buyer and a seller.

EXERCISE DATE

The date when a sale or purchase of an option, for example, takes place according to the contract.
EXIT

Exit is the sale of the whole or a significant amount of a company ownership for cash, debt, or equity of
another company.

EXPENSE RATIO

The proportion of assets of a mutual fund required to pay annual operating expenses and management

fees. If a fund charges an annual fee of 50c per US$100 of net assets, the expense ratio will be 0.5 per cent.
The expense ratio is independent of any sales fees.

NOTES
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FACE VALUE

The redemption value of a bond appearing on the face of the certificate. Also sometimes referred to as the
par value or the principal value.

FACTOR

A firm engaged in the business of financing accounts receivable, an activity known as factoring.

FAMILY OF FUNDS

A group of mutual funds created by the same company, with portfolios made of different securities or having
different investment objectives. These are usually managed by different investment managers. Shareholders in one
of the funds can usually switch their money into any of the family's other funds, sometimes at no charge. Family of
funds with no sales charges are called no load families. Those with sales charges are called load families.

FANNIE MAE

The acronym for the Federal National Mortgage Association, which buys mortgages on the secondary
market, repackages them and then sells off pieces to investors. The effect is to infuse the mortgage markets
with fresh money.

FEDERAL RESERVE

The central bank of the United States. The “Fed"” oversees money supply, interest rates, and credit and is
governed by a seven-member board.

FIDUCIARY

An individual, corporation, or association charged with managing or investing another's assets.

FIFO

First in, first out, usually regarding the sale of stock. Unless otherwise specified, the specific shares sold in an
account will be the first shares that were bought.

FILL-OR-KILL (FOK) ORDER

An order that requires the immediate purchase or sale of a specified amount of stock, though not necessarily
at the same price. If the entire order cannot be filled immediately, it is automatically cancelled (killed).

FINANCE CHARGE (CARDS)

The amount you pay to use credit.

FINANCIAL INTERMEDIARIES/IFAS (INDEPENDENT FINANCIAL ADVISERS):
Provide advice on investments and financial products.

FINANCIAL PROFILE

An assessment of an investor's assets, liabilities, investment objectives and willingness to bear risk. Everyone
should carry this out themselves or have it done for them by a professional at least once a year:

FIRST-ROUND FINANCING
First-round financing points to the first investment that external investors make in a company.

FIXED RATE (CARDS)
A fixed annual percentage rate of the finance charge.

FLOTATION

A new issue of shares available to the public when a private company comes to the market and sells a percentage
of its shares. A placing is offered on a selective basis; an intermediary offer is a placing with financial intermediaries
who then sell the shares to the public, or an offer for sale is made to the public and to investing institutions.

FLOOR
That thing you are supposed to stand on. Apparently, they have them everywhere, including the securities
trading area of an exchange.

FLOOR BROKER

A person who is a member of the exchange and works on the exchange floor executing the orders of
public customers who do not have physical access to the area. Nothing to do with being the middleman in
selling floors at all.
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FOURTH MARKET FREDDIE MAC
?e‘ﬁg:; referring to the trading of securities between institutional investors without the use of a broker/ oSkl Ja 9ot Bl yusdl e BRI N s
FREDDIE MAC ) ) ) FREE-RIDING
The nickname for the Federal Home Loan Mortgage Corporation; it operates similarly to Fannie Mae. a0 o 85080 chasd g Jlusel g g ol o B Al ek Lplae
FREE-RIDING FRONT-END LOAD

As used in credit activities within the securities industry, the illegal practise of purchasing and selling an issue
without showing ability and intent to pay for the transaction.

FRONT-END LOAD
A sales charge taken at the beginning of an investment.

FT-SE 100 INDEX

Known as the Footsie, this index monitors the top 100 publicly quoted companies, by market value, on
the UK stock market. It is weighted to take account of the largest and smallest sized companies within the
hundred. There is also the FT-SE Mid 250, the FT-SE 350 and so on.

FULL-SERVICE BROKER

A brokerage firm that maintains a research department and other services designed to supply its individual
and institutional customers with investment advice.

FULLY DILUTED EARNINGS PER SHARE

A calculation of the earnings per share using all of the common shares currently outstanding, plus any
additional shares that could result from the conversion or exercise of any outstanding convertible stock,
convertible bonds, rights or warrants.

FUNDAMENTAL ANALYSIS

Study of the balance sheet, earnings, history, management, product lines and other elements of a company
in an attempt to discern reasonable expectations for the price of its stock.

FUND OF FUNDS

A mutual fund that invests in other mutual funds, a method sometimes known as “multi-management”.
FUND MANAGER

The entity that manages the assets and executes the investment strategy.

FUNGIBLE

Interchangeable. The term is often used to apply to financial instruments which are indentical in
specifications. For example, options and futures contracts are highly fungible, since they are highly
standardised arrangements. On the other hand, forwards and swaps are not, since they are customised
arrangements. Instruments that are highly fungible tend to be very liquid, and so transaction costs tend to
be low.

FUTURES CONTRACT

This is the standardised stock exchange contract committing the person to buy or sell a specific commodity
(share or index) as the representation of a basket of shares on a specified future date. As clear as mud, eh?
FX (FOREX)

An over-the-counter market where buyers and sellers conduct foreign exchange transactions. Also called
foreign exchange market.
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GAAP
Generally Accepted Accounting Principles. The common set of accounting principles, standards and
procedures that companies use to compile their financial statements.

GATT

General Agreement on Tariffs and Trade. Treaty organisation affiliated with the UN whose purpose is to
facilitate international trade. GATT was superseded by the WTO. Not to be confused with a plant known
for its mildly hallucinogenic qualities.

GENERAL PARTNER

General partner refers to a firm managing a private equity fund. The manager of a Limited Partnership,
which is the normally the structure most private equity funds adopt.

GDP

Gross Domestic Product. The amount of goods and services produced by a country in one calendar year.
GILT EDGED BONDS

British government loans that carry a fixed interest.

GINNIE MAE

The nickname for the Government National Mortgage Association, which buys up mortgages in the
secondary market and sells them to investors via securities known as pass-through certificates.

GLOBAL DEPOSITORY RECEIPT (GDR)

A negotiable certificate held in the bank of one country representing a specific number of shares of a stock
traded on an exchange of another country. Also called European Depositary Receipt.

GLOBAL FUND

A mutual fund or closed-end fund that invests in the negotiable securities of corporations located in the US
and abroad, also called a world fund.

GLOBAL SUDDEN STOP

An unprecedented output contraction and dearth of private sector financing. Effectively what happened as
the financial world came to its recent impasse.

GODFATHER OFFER

A generous takeover offer made to a target company by an acquiring company. Similar to the famous
Godfather in the movie trilogy, it's making an offer that's hard to refuse.

GOING PRIVATE

Moving a company's shares from public to private ownership, either through an outside private investor or
by the repurchase of shares. A company usually decides to go private when its shares are selling way below
the book value.

GOING PUBLIC

A private company is “going public” when it first offers its share to the investing public. (See IPO)
GOLDEN HANDCUFFS

A contract between a broker and a brokerage house offering lucrative commissions, bonuses and other
benefits, as long as the broker stays with the firm. Upon leaving, the broker must return much of the
compensation.

GOLDILOCKS ECONOMY

A term used to describe the U.S. economy of the mid and late 1990s as “not too hot, not

too cold, but just right”. Some economists consider this optimal, and in such situations, a
government will usually decide not to undertake any policy measures to improve macroeconomic
performance.

GOOD-TILL-CANCELED (GTC OR OPEN) ORDER

An order to buy or sell stock that is good until you execute or cancel it. Brokerages usually set a limit of
30-60 days, at which the G.T.C. order expires if not restated. (Different from a day order:)
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GRACE PERIOD (CARDS)
A time period, usually about 25 days, during which you can pay your credit card bill without paying a finance
charge.

GRAVEYARD MARKET
A bear market in which selling investors are faced with large losses, while prospective investors keep their
money in cash until the market gets better.

GREEN SHOE
In an underwriting agreement, a clause that allows the syndicate to purchase additional shares at the same
price as the original offering This lessens the risk for the syndicate.

“GREEN SHOOTS OF RECOVERY”

Signs that from an economic point of view, things are getting bettter. A phrase first used in March this year
by Ben Bernanke, arguably in an effort to restore some confidence to the market, rather than because
foliage was actually beginning to appear. The phrase “green shoots” has been taboo in Britain since Norman
Lamont, then Chancellor of the Exchequer, prematurely identified them during the depths of the Nineties
recession in the UK.

GROSS
For investors, it means before deductions. For teenagers, something else entirely.

GROWTH INVESTING
Selecting a company in which to invest based on expectations of strong growth in earnings.

GULF CAPITAL

Gulf Capital is a leading alternative asset management firm focused primarily on investing in the

GCC region. Incorporated in Abu Dhabi in 2006 as a Private Joint Stock Company, Gulf Capital was
established with a capital base of AED1.225 billion (US$330 million) from 300 of the most prestigious
institutional and private investors in the Gulf. Over the last three years, Gulf Capital has rapidly
emerged as a leader in the field of private equity investing in the Middle East. Gulf Capital recently
expanded its alternative asset management platform by entering into the real estate development
arena in joint-venture with the Related Companies, the most prominent US real estate developer. Gulf
Capital is today one of the largest alternative asset managers in the GCC. For more information about
Gulf Capital please visit www.gulfcapital.com.

GUNSLINGER
A portfolio manager who invests in extremely risky stocks in hopes of high returns. Cowboys, to some.
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HAIRCUT

The amount taken off the value of securities for the purpose of computing a broker/dealer's net capital. The
range of percentages taken off - the "haircuts” - ranges from zero per cent for U.S. government obligations
to 100 per cent for fail contracts.

HAMMERING THE MARKET

The intensive sale of stocks to drive the prices down.

HARD DOLLARS

The dollars that a brokerage firm pays for analysis, research or other client-related services.

HEAD AND SHOULDERS

A technical analysis bar chart of a stock’s price movement marked by a 'shoulderline’, a ‘neck-line’ and a
‘head-line’, resembling an upper torso. As a price moves towards the shoulder line, analysts consider the
trend bearish (‘head & shoulders top’). The reverse pattern, the head at the bottom (‘head and shoulders
bottom’) is considered bullish.

HEAVY MARKET

A market for a stock that contains many more sellers than buyers. This market is characterised by falling
prices.

HEDGE

Any combination of a long and/or short position taken in securities, options or commodities, in which one
position tends to reduce the risk of others.

HIGH-YIELD BOND

A more attractive, less emotionally charged synonym for a junk bond.

HIGHBALLING

The illegal act of swapping securities with a customer at price levels above that prevailing for those same
issues under competitive conditions.

HIT THE BID

Term applied to the situation in which a seller accepts the buyer's highest bid. For example, if the ask price
is 34 " and the bid is 34, the seller “hits the bid" by accepting 34.

HOME RUN

Any large gain by an investor in a short period, commonly the result of takeover bids.

HOT ISSUE

A security that is expected to trade in the after-market at a premium over the public offering price.

HOT STOCK
(1) A security whose price rises quickly on the first day of sale. (2) Stolen stock.

HOUSE CALL
Notification of the customer by the brokerage house that the equity in a margin account is below the
maintenance level.
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IMMEDIATE OR CANCEL (10C)

An order that requires immediate execution at a specified price of all or part of a specified amount of
stock. The unexecuted portion has to be cancelled by the broker.

INFLATION

Avrise in the prices of goods and services.

INTHE BLACK

Profitable. Opposite of in the red. A good place to be.

INTHE MONEY

In option trading, a phase that describes an option that has intrinsic value. Specifically, an option is in the
money when the relationship between the market price of the underlying security and the strike price of
the option is such that exercising would yield a profit to the holder (buyer).

INTHE RED

Losing money. Opposite of in the black. A bad place to be.

IN THE TANK

Colloquial expression for a security or group of securities that is quickly losing value.

INCOME STATEMENT

A summary of all of the income and expenses of a business for a period of time, also called a profit-and-
loss statement.

INCOME STOCK

The shares of companies that make regular and substantial dividend payments to investors.

INCOME STRATEGY

In options, any strategy in which the investor receives more options premium than he or she pays.
INDEX

A composite measure of the movement of the overall market or of a particular industry that consists of a
large number of stocks and is usually weighted by other factors, such as capitalisation.

INDEX (2)

A selected list of publicly quoted shares, which represent all others of that type.

INDEX FUND

A mutual fund that invests in a group of securities whose performance reflects the performance of a
particular stock market index, such as the Standard & Poor's 500 Index or the New York Stock Exchange
Composite Index.

INDEX OPTIONS

Options on stock indexes.

INDICATOR

A unit of measurement used by the securities market analyst to help forecast market direction, volume of
trading, direction of interest rates or buying and selling by corporations.

INDIVIDUAL RETIREMENT ACCOUNT (IRA)

A tax-sheltered account which permits investment earnings to accumulate untaxed until withdrawn. The
contribution limit is US$2,000 per year. Penalties usually apply for withdrawals before the age of 59 2.
Taxpayers whose income is below certain levels can deduct all or part of their IRA contributions, making it
a double tax shelter for them.

INITIAL MARGIN REQUIREMENT
The minimum equity requirement (in 1993, US$2,000) a customer must furnish his brokerage firm, as
established by New York Stock Exchange rules, at the time a margin account is opened.

INITIAL PUBLIC OFFERING (IPO)
The first time that a company issues or sells its stock to the public, sometimes known as “going public”.
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INSIDE MARKET

The favourable, wholesale market price for a security available only to a market maker and other members
of the NASD.

INSIDER

An officer, director or principal stockholder of a publicly owned corporation and members of their
immediate families. This category may also include people who obtain non-public information about a
company and use it for personal gain.

INSTITUTION

A large organisation engaged in investing in securities, such as a bank, insurance company, mutual fund or
pension fund.

INTRADAY

Meaning “within the day”, this term is most often used to describe daily high and low prices of a security
or commodity.

INTRINSIC VALUE

The amount by which an option is in the money. Also, that portion of an option’s premium reflecting the
profit that exists from the difference between the market price of the underlying security and the strike
price of an option.

INVESTMENT BANKER

A broker/dealer organisation that provides a service to an industry through counsel, market making and
underwriting securities.

INVESTMENT GRADE

A rating to indicate a municipal or corporate bond with a relatively low risk of defautt. Bond rating firms, such as
S&R use different designations consisting of upper- and lower-case letters‘A"and ‘B'to identify a bond's credit quality
rating.'/AAA’and 'AA (high credit quality) and'A’ and ‘BBB' (medium credit quality) are considered investment grade.
‘BB,'B,'CCC, etc. are considered low credit quality and are commonly referred to as junk bonds".
INVESTMENT PLANNING

Defining an investment objective and establishing a systematic approach to achieve it.
INTRODUCTORY RATE (CARDS)

A temporary, lower APR that usually lasts for about six months before converting to the normal fixed or
variable rate.

IPO DATE

The date that the security started publicly trading.

IRA (US)

Individual Retirement Account. A tax-deferred retirement account for an individual that permits individuals
to set aside money each year, with earnings tax-deferred until withdrawals begin at age 59 ' or later (or
earlier, with a |0 per cent penalty). The exact amount depends on the year and your age.

ISAS (INDIVIDUAL SAVINGS ACCOUNTS)

Tax-free savings accounts launched in April 1999 to replace PEPs and TESSAs, allowing investment in stocks
and shares, cash deposits and life assurance up to certain limits each tax year:

ISSUE (ISSUANCE)

(1) Any of a company's class of securities. (2) The act of distributing securities.

ISSUED AND OUTSTANDING

Authorised shares that have been distributed to investors and that may trade in the market.
ISSUED-AND-OUTSTANDING STOCKS

That portion of authorised stock distributed among investors by a corporation.

ISSUER

A corporation, trust or governmental agency engaged in the distribution of its securities.
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J&K

JENNIFER LOPEZ (J-LO) (US)

A slang technical analysis term referring to a rounding bottom in a stock’s price pattern. Hence, US traders
use J-Lo as an off-centre analogy. Many believe it can be an indication of a positive market reversal, meaning
expectations are moving from bearish to bullish.

JINGLE MAIL

When a homeowner posts his or her house keys to a mortgage lender when they're no longer able to
make mortgage payments and there is a lack of equity in the property. Some homeowners choose to walk
away from a property altogether and relinquish it to the original lender instead of going though foreclosure.
The term first came into use after the savings and loan debacle of 1990-1991 and has resurfaced in the US
of late, as housing and subprime mortgage problems arose in 2006.

JOINT ACCOUNT

An account jointly including two or more people.

JsC

Joint Stock Company. A company that has some features of a corporation and some features of a
partnership.The company sells fully transferable stock, but all shareholders have unlimited liability.

JUNK BOND

Low quality, high-risk, long-term debt security rated BB by Moody's, Ba by S&P or lower. To avoid the
negative associations of the word “junk”, the investment community uses synonyms such as high-yield bond,
non-investment-grade bond and below-investment-grade bond

KANGAROOS

Slang for Australian stocks.

KAPPA

A value representing the expected change in the price of an option in response to a one per cent change

in the volatility of the underlying stock. Also a sports clothing manufacturer favoured by chavs (see Lambda).

KEYNESIAN ECONOMICS

Named for economist John Maynard Keynes. Economic theory that advocates government intervention or
demand-side management of the economy to achieve full employment and stable prices.

KICKBACK

A kickback is a payment to someone who has influence in a deal or transaction. In return for their help in
arranging the deal, this person is paid a commission, the pleasant term, or a kickback, the not so pleasant
term. It's not always illegal, but often carries that inference.

KSE

The Kuwait Stock Exchange is the national stock market of the state of Kuwait. The KSE was the first stock
exchange in the GCC - the law to organise the market was passed in October 1962.

NOTES
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LAISSEZ-FAIRE
The opinion that an economic system should be driven by free market forces, not government intervention.

LAMBDA
A value representing the expected percentage change in the price of an option in response to a one per
cent change in the volatility of the underlying stock. (See Kappa)

LARGE-CAP STOCK
A large company whose outstanding common shares have a total market value of US$5 billion or more.
[Note:The dollar amount cited is generally accepted and subject to change over time.]

LAST TRADING DAY

The final day during which trading may take place in a particular option contract or futures contract,
after which it must be settled by delivery of the underlying commodity or security, or by agreement for
settlement with cash.

LEAD MANAGER

The commercial or investment bank that has primary responsibility for organising a given credit or bond
issuance. This bank will find other lending organisations or underwriters to create the syndicate, negotiate
terms with the issuer and assess market conditions. Also called syndicate manager, managing underwriter or
lead underwriter:

LEMON'S PROBLEM
First pointed out by Akerlof in 1970. Refers to the inability of one trader to assess the quality of the other;
making it likely that poor-quality traders would dominate. Also referred to as adverse selection.

LEVERAGE
The purchase (or sale) of a large amount of a security using a small amount of an investor's money. The rest
of the money is borrowed from the brokerage firm.

LEVERAGED BUYOUT (LBO)
The use of borrowed money to finance the purchase of a firm. Often, an LBO is financed by raising money
through the issuance and sale of junk bonds.

LIBOR

London Inter-Bank Offer Rate. The interest rate that the banks charge each other for loans (usually in
Eurodollars). This rate is applicable to the short-term international interbank market and applies to very large
loans borrowed for anywhere from one day to five years.This market allows banks with liquidity requirements
to borrow quickly from other banks with surpluses, enabling banks to avoid holding excessively large amounts
of their asset base as liquid assets. The LIBOR is officially fixed once a day by a small group of large London
banks, but the rate changes throughout the day. In the UAE, EIBOR is the Emirates Interbank Offer Rate.
LIMIT ORDER

An order to buy stock (buy limit) at a specified price or lower, or to sell stock (sell limit) at a specified price
or higher:

LIMITED PARTNERSHIP

A business arrangement put together and managed by a general partner (which may be a company or an
individual) and financed by the investments of limited partners, so called because their liability is limited to
the amount of money they invest in the venture.

LIQUID MARKET
A market in which it is easy for an investor to buy and sell securities. Such a market typically contains a large
number of investors willing to buy and sell.

LIQUIDATION
The voluntary or involuntary closing out of security positions.

LIQUIDITY
The ability of the market in a particular security to absorb a reasonable amount of trading at reasonable
price changes. Liquidity is one of the most important characteristics of a good market.
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LIQUIDITY SQUEEZE

When an institution lacks the financial capital to repay its obligations in a timely manner; it is suffering a
liquidity squeeze. Basically a euphemism for when a bank is skint. Bailout packages across the globe are
simply a way to ensure that banks don't face such squeezes.

LISTED STOCK
The stock of a company traded on a securities exchange and for which a listing application and registration
statement have been filed with the SEC and the exchange itself.

LLOYDS TSB MIDDLE EAST

Lloyds TSB Middle East provides the best of UK banking to it's customers in the UAE. From Personal
Banking, Commercial Banking, Corporate Banking, Offshore Banking, Private Banking, Treasury Services and
Trade Finance Services — the bank have a wide range of products and services designed to help meet your
banking needs.

LOAD

The sales charge that an investor may pay when buying mutual fund shares or redeeming shares within a
short period after the purchase.

LOAD FUND
A mutual fund that charges its purchasers a front-end sales charge or a back-end load.

LOCKED MARKET

A highly competitive market in which the bids and prices are temporarily the same - that is, they are
“locked".

LONG MARKET VALUE

The market value of securities owned by a customer (long in his or her account).

LONG POSITION

Phrase denoting ownership of a security, which includes the right to transfer ownership and to participate
in the rise and fall of its market value.

LONG-DATED RIGHTS

A dilutive, anti-take-over device in which rights are automatically distributed to existing stockholders during
a hostile take-over.
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MAD HATTER

A CEO (or management team) whose ability to lead a company is questionable. Taken from Lewis Carroll's
“Alice's Adventures in Wonderland". At the tea table, Alice meets the Mad Hatter, who is eternally caught in
tea time and constantly quizzing Alice with nonsensical and unanswerable questions.

MAINTENANCE CALL

A broker/dealer's notice to a customer to deposit additional equity in his or her account to meet either
New York Stock Exchange or the broker/dealer's own minimum requirements.

MAJOR MARKET INDEX

An index prepared by the American Stock Exchange and upon which futures contracts are traded.
MANAGEMENT COMPANY

One of the three types of investment companies defined under the Investment Company Act of 1940.This
investment company manages by objectives and, depending on its structure, is described as either an open-
end management company (a mutual fund) or a closed-end management company (a closed-end fund).
MD&A (MANAGEMENT’S DISCUSSION AND ANALYSIS)

A key area looked at by analysts; an interpretive section of the prospectus and of the annual report,
frequently called the Financial Review.

MANAGEMENT FEE

A percentage of a mutual fund's total assets that the fund's portfolio manager charges for his or her
services. It is typically the largest expense of a mutual fund.

MANIPULATION

Making securities prices rise or fall artificially through aggressive buying or selling by one investor or in
connection with others. This is a severe violation of federal securities laws.

MARGIN ACCOUNT

An account in which an investor buys (or sells short) securities by depositing part of their market value and
borrowing the remainder from the brokerage firm.

MARGIN LOAN

Aloan from a broker to a client that essentially functions as a margin account. The funds may be used for
any purpose, with the loan secured against securities owned by the client.

MARGINABLE SECURITY

A security that can be bought/sold in a margin account. These include all stocks listed on exchanges, all NASDAQ
National Market Issues and any over-the-counter stock that appears on the Federal Reserve Board's OTC margin list.
MARK-TO-MARKET

‘When an investment or a liability is revalued to the current market price.

MARKDOWN

The amount or percentage subtracted from the bid price when the customer sells over-the-counter stock
to a market maker or principal firm.

MARKET CAPITALISATION

Price per share of a stock multiplied by the total number of shares outstanding; also the market's total
valuation of a public company.

MARKET MAKER

An NASD member firm that disseminates bid and ask prices at which it stands ready to buy stock into and
sell stock from its own inventory at its own risk; synonymous with dealer.
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MARKET ORDER
An order to buy or sell stock immediately at the best available market price. No price is specified by a
customer placing this order.

MARKET PORTFOLIO
In concept, a value weighted index of all securities. In practice, it is an index like the FTSE 100 or S&P 500 that
proxies the return of the entire value of the stock market through the returns on the stocks composing the index.

MARKET PRICE
(1) The last reported sale price for an exchange-traded security. (2) For over-the-counter securities, a
consensus among market makers.

MARKET RISK

Also known as non-diversifiable risk, price risk and position risk. Risk in holding shares that is not specific to
the particular company or companies’ share price performance, but that is sensitive to fluctuations in the
stock market as a whole.

MARKET VALUE - |

Generally a synonym for market capitalisation, that is, the value of 100 per cent of a firm's shares on the
stock market. Also called market price.

MARKET VALUE - 2

The break-up value of a firm, often thought to be higher than its current market capitalisation.

MARKET VALUE - 3

The liquidation value of a firm; that is, what you would be left with for the shareholders after selling all
assets and paying off all liabilities. Market value is most often used in the first sense.

MARKETABILITY

How easily a security can be bought and sold.

MARKUP

The amount or percentage added to the ask price when a customer buys an over-the-counter stock from a
firm acting as a principal or market maker in the transaction.

MASHREQ

Avrabic for 'rising from the east’. A 40 year old UAE based bank, always at the forefront of bringing innovative
financial products and services. One of the highest performing in the region with expansion plans that will
place the bank as MENA's top regional bank.

MEAN

The mathematical average of a range of numbers (calculated by dividing the sum total of all the items in the
range by the total number of items in the range).

MEDIAN

The middle number in a defined distribution; when looking at estimates, median refers to the estimate
above and below which lie an equal number of estimates for the period indicated.

MEGA CAP

The big boys. Generally defined as companies with a market capitalisation of US$200 billion and up.Think
Microsoft or General Electric.

MEZZANINE DEBT

Debits incorporating equity-based options, such as warrants. These instruments are closer to equity than
debt as the latter is usually only of importance in the event of bankruptcy.
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MEZZANINE FINANCING
Late-stage venture capital, usually the final round of financing prior to an IPO.

MF GLOBAL MIDDLE EAST

MF Global Middle East DMCC (MFGME) is a part of MF Global (NYSE Listed Company), one of the world's
leading broker for exchange-traded futures and options. MFGME is an Execution and Clearing member of Dubai
Gold and Commodities Exchange (DGCX) having its client base spread across financial institutions, Corporate,
High Net worth and retail clients. MFGME provides its clients with a broad range of trading products i.e. Futures
Contract of Gold, Silver; Crude Oil, Euro-Dollar; Sterling- Dollar; Yen- Dollar; and Rupee-Dollar:

MICRO-CAP STOCK
Stocks with market capitalisations less than US$ 150 million.

MID-CAPITALISATION (MID-CAP) STOCKS
Companies, generally speaking, whose market value is between US$ | billion and about US$ 10 billion.

MINUS TICK
A transaction on an exchange at a price below the previous transaction in a given security.

MISSING THE MARKET
The failure by a member of the exchange to execute an order; due to his or her negligence. The member is
obliged to reimburse the customer promptly for any losses due to the mistake.

MORTGAGE

A loan to finance the purchase of real estate, usually with specified payment periods and interest rates. The
borrower (mortgagor) gives the lender (mortgagee) a lien on the property as collateral for the loan. In
other words, your house is at risk if you do not keep up payments on it.

MONEY MARKET
Wholesale market for funds and marketable securities, dominated by banks and liquid funds of large
corporations and rich individuals.

MONEY MARKET FUND

Open-ended mutual fund that invests in commercial paper, bankers’ acceptances, repurchase agreements,
government securities, certificates of deposit and other highly liquid and safe securities, and pays money
market rates of interest. Cash - i.e. dividend payments and sales proceeds - in a customer’s brokerage
account is typically invested in a money market mutual fund. The fund's net asset value remains a constant
US$! a share, only the interest rate goes up or down.

MSM

The Muscat Securities Market is the principal stock exchange of Oman. Located in Muscat, it was founded
in 1988.

MUTUAL FUNDS (US)

Fund operated by an investment company that raises money from shareholders and invests it in stocks,
bonds, options, commodities or money market securities. Known as unit trusts in the UK.
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NARROW MARKET
Light trading and great price fluctuations with regard to the volume on a securities or commodities market.
Also known as think market and inactive market.

NASDAQ

Acronym for National Association of Securities Dealers Automated Quotation system; the electronic
trading system that enables brokers and dealers that trade NASDAQ-listed stocks to get real-time quotes
and execute orders directly with each other. The NASD (National Association of Securities Dealers) is the
self-regulatory organisation of the securities industry responsible for the regulation of The Nasdaq Stock
Market and the over-the-counter markets. The NASD operates under the authority granted to it by the
1938 Maloney Act Amendment to the Securities Exchange Act of 1934

NATIXIS

Natixis Global Associates is the distribution arm of Natixis Global Asset Management, a $594 billion* multi-
boutique investment organization with affiliated investment managers in Asia, Europe and the U.S. Through
changing market cycles, we help address the investment issues that are most relevant to you and offer a
single point of access to the diverse expertise of our affiliate network. * As of 31 March 2009.

NEGOTIABLE SECURITY
A security whose ownership is readily transferred when it is bought or sold.

NET ASSET VALUE (NAV)

The company's shareholders’ funds divided by the number of shares/stocks in issue. The NAV is the market value
of a fund share, synonymous with a bid price. In the case of no-load funds, the NAV, market price and offering
price are all the same figure, which the public pays to buy shares. Load fund market or offer prices are quoted
after adding the sales charge to the net asset value. NAV is calculated by most funds after the close of the
exchanges each day by taking the closing market value of all securities owned plus all other assets such as cash,
subtracting all liabilities, then dividing the result (total net assets) by the total number of shares outstanding The
number of shares outstanding can vary each day, depending on the number of purchases and redemptions.

NIKKEI INDEX
An index of more than 200 blue-chip stocks traded on the Tokyo Stock Exchange

NO-LOAD FUND

Offered by open-end investment companies that impose no sales charge (load) on shareholders. Investors
buy shares in no-load funds directly from the fund companies, rather than through a broker as is done in
load funds. Many no-load fund families allow switching of assets between stock, bond and money market
funds. The listing of the price of a no-load fund in the newspaper is accompanied by the designation NL.
The net asset value, market price and offer prices of this type of fund are exactly the same, since there is
no sales charge.

NOTE: Mutual funds that charge no front-end sales charge and no back-end sales charge may charge a
12b-1 fee as long as the amount is less than 0.25 per cent of the funds' total net assets.

NYSE

New York Stock Exchange

NYSE COMPOSITE INDEX (NYSE)

The NYSE Composite Index (NYSE) is a market value-weighted index which relates all NYSE stocks to an
aggregate market value as of Dec. 31, 1965, adjusted for capitalisation changes.The base value of the index
is US$50 and point changes are expressed in dollars and cents.
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ODD LOT TRADE

A stock trade involving between one and 99 shares.

OFFER PRICE

A synonym for asked price.

OFFERING DATE

When a security is first offered for public sale.

OLIGOPOLY

A market dominated by a small number of participants who are able to collectively exert control over
supply and market prices.

OPEN ORDER

Order that remains valid until it is executed or cancelled. Same as a good-'til-cancelled (GTC) order.
OPENING

(1) The price at which a security or commodity starts trading; (2) A short period during which interest
rates drop and corporations can issue bonds at reduced prices.

OPPORTUNITY COST

The cost of passing up one investment in favour of another: For instance, if you pull money out of a money
market fund where it is earning five per cent interest to invest it in a stock that has promise but yields just
three per cent, your opportunity cost while you're waiting is two per cent.

OPTION

A contract wherein one party (the option writer) grants another party (buyer) the right to demand that
the writer perform a certain act.

OUT OF THE MONEY

The relationship between the market price of the underlying security and the option’s strike price is such
that the holder (buyer) would not exercise the option because it would result in a loss; a phrase that
describes an option with intrinsic value.

OVER THE COUNTER (OTC) MARKET EXAMPLE

The market is currently segmented into two main groups. The first, containing approximately 5,400 of the
highest quality over-the-counter stocks, is called the NASDAQ Stock Market. The second is called the Pink
Sheets and consists of approximately 8,000-10,000 lesser quality stocks.

OVER-THE-COUNTER (OTC) MARKET

A decentralised, negotiated market in which many dealers in diverse locations execute trades for customers
over an electronic trading system or telephone line.

OVERBOUGHT MARKET

A technical term used to describe a stock (or market) whose value has risen quickly and unexpectedly and
thus may represent a price far above its actual worth; usually an indication of a future price decline.
OVERNIGHT POSITION

The inventory in a security at the end of a trading day.

OVERSOLD MARKET

A technical term used to describe a stock (or market) whose value has fallen quickly and sharply, far below
its real value; usually interpreted as an indication of an impending price rise.

OVERVALUED

In securities trading, a security whose market price is higher than it should be in the opinion of fundamental analysts.
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PAR VALUE

(1) For common stock, an arbitrary (and meaningless) value assigned the stock at the time it is issued;
(2) for preferred stock, the fixed value - US$100, US$50 or, more common today, US$25 - upon which
dividend payments are based.

PARIS HILTON STOCK INDEX

A stock index comprised of companies associated with or endorsed by the socialite Paris Hilton. Some
investors believe that her influence on her fans can give companies products an advantage by association.
Companies included in this index are Parlux Fragrances (who manufacture her perfumes), News Corp, Time
Warner and Amazon.

PARITY
‘When the total market value of the common shares into which a security can be converted equals the
market value of the convertible security.

PAYMENT DATE

The date on which a dividend or split will be paid to stockholders by the issuers' paying agents. The payable
date is the date on which one must own the shares (at the close of the session) in order to receive the
split.

P/E RATIO

Price-Earnings Ratio. A valuation ratio of a company's current share price compared to its per-share
earnings. Market Value Per Share divided by Earnings Per Share (EPS) = PE ratio. A PE ratio is sometimes
known as "price multiple” or “earnings multiple”.

PENNY STOCK

Generally a recently issued stock selling for under US$5 a share and traded over the counter: Usually issued
by small, relatively unknown companies and lightly traded, making them more prone to price manipulation
than larger, better established issues. Increasingly, the term refers to stock listed on the Pink Sheets with a
market value of less than US$5.

PINK SHEETS

Sheets listing the bid and ask prices of certain thinly traded over-the-counter stocks, mostly low priced
stocks, foreign issues and unsponsored ADRs. Named for the colour of the paper and published each
business day by the National Quotation Bureau.

POINT
The price movement on an individual stock equal to one dollar On bonds, a point represents one per cent
of face value.

PONZI SCHEME

Similar to a pyramid scheme, an enterprise where - instead of genuine profits - funds from new investors
are used to pay high returns to current investors. Named after the Italian fraudster Charles Ponzi, such
schemes are destined to collapse as soon as new investment tails off or significant numbers of investors
simultaneously wish to withdraw funds. More recently, Bernard Madoff attempted to turn this kind of
criminal activity into an art form of sorts.

POISON PILL

Jargon used to describe a security whose features are specifically designed to defend against a hostile
takeover.

PORTFOLIO COMPANY

A company that has received funding from a private equity fund and, therefore, constitutes part of the
fund's portfolio of companies.

POWER OF ATTORNEY

A legal document that authorises a particular person to act on behalf of someone else; for example, to
make investment decisions on their behalf.
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PREFERRED STOCK

Capital stock that provides a specific dividend paid before any dividends are paid to common stock holders

- also takes precedence over common stock in the event of a liquidation. Preferred stocks represent partial
ownership in a company, afthough preferred stock shareholders do not enjoy any of the voting rights of common
stockholders. Unlike common stock, a preferred stock pays a fixed dividend that does not fluctuate, although the
company does not have to pay this dividend if it lacks the financial ability to do so.The main benefit to owning
preferred stock is that the investor has a greater claim on the company's assets than common stockholders.
Preferred shareholders always receive their dividends first and, in the event the company goes bankrupt,
preferred shareholders are paid off before common stockholders. There are usually four types of preferred stock:
cumulative preferred, non-cumulative, participating and convertible. Also called preference shares.

PREMIUM

(1) The amount by which the market value of a preferred stock or a bond exceeds its par value; (2) The
market price of a call or a put option.

PRICE

In technical terms, the point at which supply (sellers) and demand (buyers) meet and a trade occurs.
PRICE-BOOK RATIO

A stock analysis statistic in which the price of a stock is divided by the reported book value (as of the date
specified) of the issuing firm.

PRICE-CASH FLOW RATIO

A financial ratio that compares stock price with cash flow from operations per outstanding shares.
PRICE-EARNINGS (P-E) RATIO - |

Computed by dividing a stock’s current market price by its annual earnings per share, this ratio measures
the number of times a stock’s price exceeds its earnings.

PRICE-EARNINGS (P-E) RATIO - 2

Alternatively, the P-E ratio measures how expensive a stock's market price is relative to the earnings per share.
PRICE-EARNINGS (P-E) RATIO - 3

Traditionally, this ratio is used by fundamental analysts to determine when the share price of a company,

a sector or the overall market is overvalued or undervalued, hence indicating a time to sell or buy,
respectively. Analysts sometimes refer to this ratio as “the multiple”.

PRICE-SALES RATIO

The PSR is the stock's price divided by its company's latest annual sales per share. It is favoured by some
investors as a measure of a stock’s relative value. The lower the PSR, according to this school of thought,
the better the value.

PRIMARY MARKET

The market in which the issuer and underwriter first offer and sell securities to the public, with the
proceeds from the sale going to the issuing corporation.

PRIME RATE

The short-term interest rate that commercial banks charge their most creditworthy business customers for
unsecured loans.

PRINCIPAL

The original funds put into an investment.

PRINCIPAL ORDERS

Activity by a broker/dealer when buying or selling for its own account and risk.

PRIVATE EQUITY

Private equities are equity securities of unlisted companies. Private equities are generally illiquid and are
considered as long-term investments. Private equity investors are high net worth investors or institutional

investors that are required to make a minimum capital commitment of US$ | million or above in most
cases.
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P&Q

PROFIT TAKING
A drop-off in general market prices after a sharp increase, in the absence of any adverse socio-economic
influence. Traders are assumed to be taking short-term profits.

PROSPECTUS
A legal document providing information about a potential investment, including discussions of its investment.
objectives, policies, past performance, risks and cost.

PROXY
(1) A formal authorisation (power of attorney) from a stockholder that empowers someone to vote on his
or her behalf; (2) The person who is authorised to vote on behalf of a stockholder:

PRUDENTIAL ASSET MANAGEMENT LIMITED (PAMD)

Prudential Asset Management Limited (PAMD) is incorporated in Dubai International Financial Centre

and regulated by Dubai Financial Services Authority. PAMD is an ultimately wholly owned subsidiary of
Prudential plc (Prudential) a leading international financial services group incorporated in UK. PAMD is part
of Prudential’s fund management business unit in Asia which has grown rapidly in recent years to become
a major player in Asia.

PUBLICLY TRADED FUND
See closed-end management company.

PUNTER

A couple of meanings. Either a trader who hopes to make quick profits, a speculator, essentially. Plus, in
British and Australian terms it's also someone who gambles. In both generally someone with little concern
for the fundamentals of an investment.

PURE NO-LOAD FUND
A mutual fund that charges no front-end sales charge, no back-end sales charge and no |2b-1 fees. (Compare
no-load fund)

PYRAMID SCHEME

An illegal investment scheme in which investors are promised impossibly high retums on an investment These are
scams in which money from later investors is used to pay earlier investors. The creators of the scheme get most of
the profits while those who come later are left with nothing because there are eventually an insufficient number of
new investors to pay the existing ones. These scams inevitably collapse because they require exponential growth in
the number of participants at each step, which is impossible. Letters or emails that encourage the recipient to send
money and then pass the message along to a certain number of new targets are a type of pyramid scheme.

QFC
Qatar Financial Centre, the international financial centre based in Doha.

QQQ
The Nasdaq 100 Index Tracking Stock. The QQQ is an Exchange Traded Fund that allows investors to
essentially invest in all of the stocks that make up the Nasdaq 100 in a single security.

QUANTITATIVE EASING

Central banks increase the supply of money by “printing” more. In practice, this could mean purchasing
government bonds or other categories of assets, using the new money, rather than physically printing
more notes. The idea is to add more money into the system to avert deflation and encourage lending and
spending. One of the dangers of this tactic is hyperinflation.

NOTES
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RALLY
A brisk rise following a decline in the general price level of the market or in the price of an individual stock.

RAINMAKER
An employee of a brokerage firm who brings volume business from corporations or high net worth individuals.

RANDOM WALK THEORY

A hypothesis stating that historical prices, because they react to random influences on the market, are of
no use in forecasting price movements. Espoused in 1900 by the French mathematician, Louis Bachelier; and
revived in the 1960's, this theory contradicts the principals used in technical analysis.

RANGE
A set of prices consisting of the opening sale, high sale, low sale and latest sale of the day for a given security.

RATING AGENCIES
Organisations that publicly rate the credit quality of securities issuers, the most often cited being Moody's
Investors Service Inc. and Standard & Poor’s Corporation.

READING THE TAPE
Appraising a security's performance by monitoring the price changes on the ticker.

REAL ESTATE INVESTMENT TRUST (REIT)
A closed-end investment company that buys real estate properties or mortgages and passes virtually all the
profits on to its shareholders.

RECESSION

A period of negative economic growth. A recession is often technically defined as two consecutive quarters
of negative economic growth - when real output falls. In the US, a larger number of factors are taken into
account, like job creation and manufacturing activity. So by the time a US recession is defined, it's already over:

RECESSION RICH

A slang term, that has only recently emerged, describing an individual who manages to do well financially, relatively,
during a recession. Not necessarily someone wealthy, but rather someone who has managed to maintain a good
standard of living during a time when worries about financial stability abound. If you know someone, for example,
who's just bought a new car and you're holding off until next year - that's ‘recession rich’.

REFINANCING
Banks need regular infusions of new money, in order to provide new loans or pay out savings. Banks tend to
get money from a central bank, by using deposits on hand or lending money to each other.

REGISTERED SECURITY

(1) A certificate (stock or bond) clearly inscribed with the owner's name. (2) A stock or bond that is
registered with the SEC at the time of its sale. If such an initial registration does not take place, then the
term also includes any security sold publicly and in accordance with the SEC's rules.

RESISTANCE

In technical analysis, an area above the current stocks price where the stock is available in abundance and
where selling is aggressive. This area is said to contain what chartists call a resistance level. For this reason,
the stock's price may have trouble rising though the price.

RETAINED EARNINGS
Net profits kept to accumulate in a business after dividends are paid.

RETURN ON CAPITAL
A distribution of cash resulting from depreciation tax savings, the sale of a capital asset or of securities in a
portfolio, or any other transaction unrelated to retained earnings.

RETURN ON EQUITY (ROE)

A measure of how well a company used reinvested earnings to generate additional earnings, equal to a fiscal
year's after-tax income divided by book value, expressed as a percentage. Used as a general indication of the
company's efficiency; in other words, how much profit it is able to generate given the resources provided by its
stockholders. Investors usually look for companies with returns on equity that are high and growing.
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RETURN ONTOTALASSETS (NET INCOME DIVIDED BY TOTAL NET ASSETS)
A measure of the net income that a firm’s management is able to earn with the firm'’s total assets.

REVENUE
Money that a company collects from customers for the sale of products or services. Take away costs from
revenues and you get profits or earnings.

REVERSE SPLIT

A stock split that reduces the number of outstanding shares and proportionately increases the price per
share. Take a “one-for-ten" reverse split; for every ten shares you owned, you would now be left with one,
while the share price is increased tenfold. If yesterday you owned 100 shares at US$5 each, today you own
10 shares at US$50 each.The value is still US$500. Often a sign that a company is in trouble.

RIGGED MARKET

The manipulation of a security price in an attempt to attract buyers and sellers.

RIGHTS OFFERING

A right that is granted by a corporation and that enables shareholders to purchase a number of shares of a
new issue of common stock, usually at a lower price than the market price of the existing shares. The offer
is made to the shareholders before the issue is offered to the public.

RISK-ADJUSTED RETURN

A measure of how much risk a portfolio has employed to earn its returns.

RISK TOLERANCE

The measurement of an investor's willingness to suffer a decline (or repeated declines) in the value of
investments while waiting and hoping for them to increase in value.

ROGUE TRADER

A trader who acts independently of others - and, typically, recklessly - usually to the detriment of both the
clients and the institution that employs him or her: High risk can create huge loss. Nick Leeson and Jerome
Kerviel are infamous rogues of recent times.

ROUND LOT

A hundred shares of stocks, the preferred number for buying and selling and the most economical unit
when commissions are calculated.
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SALES LOAD

The sales fee that the buyer pays in order to acquire an asset. The fee varies according to the type of asset
and the way it is sold. Many mutual funds impose a sales charge. As a result of the load, only a portion of
the investor's funds go into the investment itself.

SAMA

Saudi Arabian Monetary Agency. The Central Bank of the Kingdom of Saudi Arabia, established in 1952.
SCALPER

A market maker who puts heavy mark-ups or markdowns on transactions.

SCRIP

Document evidencing the fractional share of a stock distributed by a company because of an exchange of
stock, split or spin-off. The owner can then buy the remaining fraction to make a full share.
SECONDARY MARKET

The general name given to stock exchanges; the over-the-counter market and other marketplaces in
which stocks, bonds, mortgages and other investments are sold after they have been issued and sold
initially. Original issues are sold in the primary market; subsequent sales take place in the secondary
market.

SECONDARY MARKET - EXAMPLE

The primary market for a new issue stock is the team of underwriters; the secondary market is one of the
stock exchanges or the over-the-counter market. The primary market for a mortgage is the lender, which
may then sell it to Fannie Mae or Freddie Mac in the secondary mortgage market.

SECONDARY MORTGAGE MARKET

The large and liquid market where mortgage loans and servicing rights are bought and sold between
mortgage originators, mortgage aggregators (securitisers) and investors.

SECTOR FUND

A mutual fund that invests its shareholders’ money in a relatively narrow market sector, e.g. technology,
energy, the Internet or banking.

SECURITIES

A fancy name for shares of stock, bonds or any kind of financial asset that can be traded.

SECURITIES AND EXCHANGE COMMISSION (SEC)

A US government agency responsible for the supervision and regulation of the securities industry.
SECURITY

A transferable instrument evidencing ownership or creditorship. Example: A note, stock or bond, evidence
of debt, interest or participation in a profit-sharing agreement, investment contract, voting trust certificate,
fractional undivided interest in oil, gas or other mineral rights, or any warrant to subscribe to or purchase
any of the foregoing or other similar instruments.

SELL THE BOOK

An instruction to the broker/dealer to sell as many shares as possible at the best available bid.
SETTLEMENT (DELIVERY) DATE

The day on which certificates involved in a transaction are due at the purchaser's office.

SHARE

A stock certificate - a unit of measurement of the equity ownership of a corporation.

SHARK REPELLENT

Any step taken by a “target” corporation to discourage a take-over. Also called a porcupine provision.
SHORT INTEREST

The total number of shares of a security that have been sold short by customers and securities firms that
have not been repurchased to settle short positions in the market.
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SHORT SELLING -1
A technique used to take advantage of an anticipated decline in the price of a stock or other security by
reversing the usual order of buying and selling.

SHORT SELLING - 2

In a short sale, the investor (1) borrows stock from the broker and (2) immediately sells it. Then, if the
investor guessed right and the price of the stock does indeed decline, he can replace the borrowed shares
by (3) buying them at the cheaper price.

SHORT SELLING - 3
The profit is the difference between the price at which he sells the shares and the price at which he buys
them later on. Of course, if the price of the shares rises, the investor will suffer a loss.

SMALL-CAPITALISATION (“SMALL-CAP”) FUND
A mutual fund that invests in companies whose market value is less than about US$! billion.

SMALL-CAPITALISATION (“SMALL-CAP”) STOCKS
Companies with a market capitalisation of US$ | billion or less. See market capitalisation.

SPECULATION
The employment of funds in high-risk transactions for relatively large and immediate gains in which the
safety of principal or current income is of secondary importance.

SPLIT

A division of the outstanding shares of a corporation into a large number of shares, by which each
outstanding share entitles its owner to a fixed number of new shares. Individual shareholders' overall equity
remains the same, but they own more stock, since the total value of the shares remains the same

SPLIT - EXAMPLE
For example, in a two-for-one split, the owner of 100 shares, each worth US$100, would be given 200
shares, each worth US$50.

SPREAD
The difference between the bid and asked prices of a security, also known as the broker's mark up. For
example, if a stock’s best bid is US$24.25 and best ask (or offer) is US$24.26, the spread is US$0.01.

SPREAD -2

In options and futures trading, a spread is the practice of simuftaneously buying a contract for the delivery
of a commodity in one month and selling a contract for delivery of the same commodity in another. The
aim is to offset possible losses in one contract with possible gains in the other:

STAG
A speculator who buys and sells stocks rapidly for fast profits.

STAGFLATION
The dreaded combination of inflation and stagnation - an economy that is not growing while prices
continue to rise.

STANDARD AND POOR'’S 500 (THE S&P 500 INDEX)

More formally known as the S&P 500 Composite Stock Price Index, this is a European-style, capitalisation-
weighted index (shares outstanding multiplied by stock price) of 500 stocks that are traded on the New
York Stock Exchange, American Stock Exchange and Nasdaq National Market. The advantage of “‘cap-
weighting” is that each company's influence on index performance is directly proportional to its relative
market value. It is this characteristic that makes the S&P 500 such a valuable tool for measuring the
performance of actual portfolios.

STOCK DIVIDEND

Payment of a corporate dividend in the form of stock rather than cash.The stock dividend may be
additional shares in the company, or it may be shares in a subsidiary being spun off to shareholders. Stock
dividends are often used to conserve cash needed to operate the business. Unlike a cash dividend, stock
dividends are not taxed until sold.
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STOCK INDEX
A securities price indicator such as the Nasdag- 100, Standard & Poor’s or Dow Jones series created to
measure the relative value of the market.

STOCK SPLIT

A stock split is simply an alteration in the number of its shares outstanding and proportionally adjusting the
share price to compensate. For example, a 2-for- | stock split. A company will announce that it's splitting its
stock 2-for| in one month. One month from that date, the company's shares (having traded the day before
at, say, US$100) will now be trading at half the price from the previous day (so they'll open at US$50).The
company, which had 10 million shares outstanding, now has 20 million shares outstanding. The price has
been halved in order to accommodate a doubling of the share total.

STOCK SYMBOL
A unique four - or five - letter symbol assigned to a Nasdaq security. If a fifth letter appears, it identifies the
issue as other than a single issue of common stock or capital stock.

STOP LIMIT ORDER
An order to buy or sell a certain quantity of a certain security at a specified price or better, but only after a
specified price has been reached - a combination of a stop order and a limit order.

STOP LOSS ORDER
A customer's order to set the sell price of a stock below the market price, thus locking in profits or
preventing further losses.

STREET NAME

The description given to securities held in the name of a brokerage firm but belonging to the firm's
customers. Holding stocks in street name facilitates trading because there is no need for the customer to
pick up or deliver the certificates.

STRIPS

Bonds, usually issued by the U.S. Treasury, whose two components, interest and repayment of principal,
are separated and sold individually as zero-coupon bonds. Strip is an acronym for Separate Trading of
Registered Interest and Principal of Securities.

SUBPRIME MORTGAGE

A type of mortgage for borrowers with lower credit ratings - those seen by lenders as being a larger-than-
average risk of defaulting on the loan. Subprime mortgages are often more expensive - interest-wise - than
a conventional mortgage.

SUSPENDED TRADING

The temporary ceasing of trading of an issue.
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TADAWUL

The Tadawul is the only stock exchange in Saudi Arabia and is the eleventh largest in the world.
TAILGATING

The action of a broker or advisor purchasing or selling a security for a client(s) and then immediately making
the same transaction in his or her own account.Whilst not illegal it's an unethical practice because the broker
is hoping to profit from whatever information the customer might be trading on - like inside information.
TAKE A BATH

Slang meaning to incur a large loss.

TAKEA FLIER

Slang meaning to enter into a highly speculative investment.

TAKE A POSITION

(1) To hold stocks or bonds, in either a long or short position. (2) To purchase securities as a long-term investment.
TAKE-OVER

The assumption of control over a corporation by another corporation through acquisition or merger. (See
Poison Pill; Shark Watcher; Tender Offer)

TAPE

A financial news service that reports the prices and sizes of transactions. Although this information was
once reported on a paper tape from a “ticker tape” machine, it is now displayed on electronic screens. The
name “tape”, however, persists.

TAPE RACING

An account executive's executing personal orders before executing a sizeable customer order to take
advantage of the large order’s effect on prices.

TECHNICAL ANALYSIS

An approach to market theory stating that previous price movements, properly interpreted, can indicate
future price patterns.

TENDER OFFER

A formal proposition to stockholders to sell their shares in response to a large purchase bid. The buyer
customarily agrees to assume all costs and reserves the right to accept all, none or a specific number of the
shares presented for acceptance.

TERM INSURANCE

Alife insurance plan that calls for low annual payments (premiums) that will increase as you age.
THARAWAT INVESTMENT HOUSE

Under the slogan “Thriving Together”, a Bahraini category | Islamic investment firm, supervised by the CBB,
Tharawat was established on 3 st July 2008, and focuses on Industrial, Agricuftural, Services, and Real estate
sectors. Tharawat Vision is to be the best Islamic investment house engaging in Sharia'a compliant activities
and operating across the Islamic nations, with a prime focus on GCC countries, and to be viewed as a
reference standard.

THIRD MARKET

Transactions in exchange-listed stocks by broker/dealer.

THIRD PARTY ACCOUNT

A brokerage account carried in the name of a person other than a customer.The practice is prohibited by
NYSE regulation.

TICK

A transaction on the stock exchange. See Minus Tick; Plus Tick; Zero Minus Tick; Zero Plus Tick.

TICKER SYMBOL

A shorthand acronym-style abbreviation for a company's name, used by stock-quote reporting services and
brokerages.
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TIERED INTEREST RATES

‘Where the interest rates increase according to how much money you have invested.

TIGHT MARKET

An active, vigorous market with narrow bid-offer spreads.

TIGHT MONEY

An economic condition characterised by scarce credit, generally the result of a money supply restricted by
the Federal Reserve.

TIMING

Attempting to buy or sell a security at the optimum moment in its price movement.

TIP

A suggestion as to what to buy or sell.

TOTAL RETURN

The percentage gain or yield on an investment that considers both the income made from dividends and
the capital gain made on the stock (or mutual fund's) price appreciation.

TOXIC DEBTS

Debts that are very unlikely to be recovered from borrowers. Most lenders expect that some customers
cannot repay; toxic debt describes a whole package of loans where it is now unlikely that it will be repaid.
TRADED OPTIONS

An option is the right to buy or sell a share at a stated price at some future date. In recent years, the
market in buying and selling the options themselves has developed, and these are known as traded options.
TRADER

A person or firm engaged in the business of buying and selling securities, options or commodities for a profit.
TRADING AUTHORISATION

The legal right conferred by a person or institution upon another to effect the purchase and/or sale of
securities in the formers' account.

TRADING FLOOR

The location at any organised exchange where buyers and sellers meet to transact business.

TRAILING P-E RATIO

The P-E (price-eamings) ratio calculated using the previous year's earmnings per share. (Compare Forward P-E ratio)
TREND

Movement, up or down, in a security's market price, or in the market itself, for a period of six months or more.
TRENDLINE

The line superimposed by technical analysts on price plotting to indicate a price trend. Drawn beneath the
prices, the line reflects an upward trend; above the prices, it means the trend is downward.

TRUST DEED

A formal document that lays down the terms of a trust.

TRUST HOLDING

A way in which one or more person(s), the ‘trustee(s)", look after the investments of others.The trustees
are the legal owners of the assets, but they must use them for the benefit of the other person, usually called
the beneficiary, in accordance with the trust deed.

TURNKEY

A security that is not doing an investor any good.

TWELVE B-| FEES

An annual percentage of a mutual fund's total assets assessed to existing shareholders that enables the fund
to recover part of the costs, such as advertising, associated with attracting new investors to the fund.
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UAE EXCHANGE

UAE Exchange is a leading global remittance brand based in UAE, with operations spreading across five
continents of the world, with a network of over 430 direct offices across 2| countries.The company provides
a wide range of products and services including the popular instant money transfer service, Xpress Money,
which positively influences the lives of people around the world. Know more at www.uaeexchange.com.
UNALLOCATED GAIN

Fund distributions that are not categorised as short, medium or long term.

UNCOVERED OPTION

Term used to describe a call or put writer who is unprotected against the maximum possible loss on a
short option position. (Compare Covered Option)

UNDERWRITER

The investment banking firm that brings a company public.

UNECONOMIC GROWTH

When economic growth produces negative external consequences. For example, negative impacts to social
welfare and environmental damage - which outweighs the short-term value of an extra unit of growth.
UNION NATIONAL BANK

Union National Bank (UNBY) is one of the leading national banks and is the only bank in the UAE with
equity participation from both the Abu Dhabi and Dubai governments. UNB operates through a wide
network of branches throughout the UAE and also has an international presence in Egypt, Qatar and China.
UNIT TRUSTS (UK)

A form of investment where investors' money is pooled in order to purchase a range of shares to spread
the risk. This enables an investor to have exposure to a larger number of companies than individual
resources alone might allow. Called mutual funds in the US.

UNLISTED STOCKS

Virtually synonymous with over-the-counter stocks; a term used to describe any stock or other security that
does not trade - is not listed - on an exchange. (Compare Listed Stock)

UNREALISED GAIN

The profit resulting from an increase in the value of a security position that is still being held.
UNSPONSORED ADR

An American depository receipt created and issued in the United States by a bank or other financial
services firm that had no relationship with the foreign company whose common stocks back the ADR.
UPTREND

The upward movement of a stock’s price or of the market as measured by an average or index over a
period of time.

UPSTREAM

A phrase often heard in the region..operations stages in the oil and gas industry that involve exploration
and production.
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VALUE INVESTING

Investing in a company's common stock whose market value appears to be a bargain (i.e. the price is below
the company’s “real” worth or earnings power, or below the value of comparable companies in the same
business sector). As soon as the stock becomes “fully valued" based on these, the manager will typically sell
the stock out of the portfolio.

VAT
Value Added Tax.A consumption tax that is levied at each stage of production based on the value added to
the product at that stage. Not in the UAE...yet.

VARIABLE RATE (CARDS)

Prime rate (which varies) plus an added percentage. (For example, your rate may be PR + 3.9 per cent.)
VAULT CASH

All the cash in a bank's vault.

VENTURE CAPITAL COMPANY

An investment company whose objective is to invest in new or underdeveloped companies.
VOLATILITY

The relative amount or percentage by which a stock's price rises and falls during a period of time.
VOLUME

Number of bonds or shares traded during specific periods, such as daily, weekly or monthly.

VOLUNTARY UNDERWRITER
An individual or corporation that purchases a security from an issuer or affiliated person and offers it for
public sale under an effective registration statement.

VOODOO ACCOUNTING

Just another type of creative accounting. Financial statements can be ‘adapted’in many ways, but really it will
always come down to inflating revenue or hiding expenses. Boosting profitability through accounting tricks

generally catches up with a company and that's when past profits disappear as if by magic. Hence, “voodoo
accounting”.

VOTING TRUST
A trust, usually having a maximum life of 10 years, established to control the voting shares of a corporation.

VULTURE CAPITALIST
|. Slang for a venture capitalist who perhaps takes more than their fair share of credit and cash.

2.A venture capitalist who invests in floundering firms in the hope that they will turn around.

Often, vulture capitalists make more money than the venture capitalists do.
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WALLFLOWER WALLFLOWER
A stock that investors are, by and large, just not attracted to. ] il Cing Y ppes
WALL STREET WALL STREET

The main street in New York City's financial district, used mainly to refer to the establishment of investing
professionals. Named because it was once the site of a wall built in the 1600s by the Dutch to protect what
was then New Amsterdam.

WAR BABIES

Securities of corporations engaged in defence contracts. Also known as war brides.

WAREHOUSING

The illegal sale of a corporate security with a provision for its repurchase by the seller at some future date
and at a prearranged price.

WARRANT

A certificate issued by a company giving the holder the right to purchase securities at a stipulated price
within specific time limits or perpetually. A warrant is sometimes offered by a company as an inducement to
buy an offering of common stock or other securities.

WASH SALE - |

For regulatory purposes, the purchase and sale of the same security at the same time and price without any
real change of ownership. This practice is outlawed under the Securities Exchange Act of 1934.

WASH SALE - 2

For tax purposes, a sale at a loss and repurchase of the same or a similar issue, within 30 days before or
after the first transaction, while intending to use that loss to offset capital gains or taxable income in that
year:.The loss is generally not allowed as a tax deduction. (See Manipulation)

WATCH LIST

Allist of securities, established by a broker/dealer or an exchange, that is under scrutiny for evidence of
illegal or unethical practices.

WATERED STOCK

A corporation's issuance of additional shares without increasing its capital. Also called diluting the shares.
WEAK MARKET

A market characterised by a greater number of sellers than buyers, which creates a general downtrend in prices.
WEALTH BUILDING

An investment strategy designed to increase one's net worth over time.

WEIGHTING

The method for determining the worth of each company's stock relative to the value of the overall index.
WHITE KNIGHT

Colloquial expression for a person or firm who blocks a hostile take-over attempt by taking over the target
company itself.

WHOLE LIFE INSURANCE

Alife insurance product with an investment component.

WIDOW-AND-ORPHAN STOCK

Lower risk stocks from well-known firms that pay high dividends. Often chosen during bear markets because such
companies are thought to be able to maintain their dividend payment schedule through hard times. Popular now!
WINDOW SETTLEMENT

Transactions that are not cleared through the SCC or NCC and that are completed in the office of the
purchasing firm by means of certificate delivery versus immediate payment.

WIRE HOUSE

Any large exchange member firm.
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WIRE ROOM

An area in each branch office and in the home office where messages may be received and sent using
machinery that creates a printed copy of the messages. Message traffic normally consists of order data,
reports of order executions, trade settlement information and other sales data.

WITH ORWITHOUT A SALE ORDER (WOW)

An odd-lot limit order to buy or sell either at a price derived from an effective round-lot quotation (with
a sale) or at the existing round-lot quotation plus differential (without a sale), whichever occurs first in
accordance with the customer's limit.

WITHHOLDING

A failure by a broker/dealer to make a bona fide distribution of a hot issue, thus encouraging demands at a
premium price. This practice is a violation of the NASD Rules of Fair Practice. (See Free-Riding)

WOODY

US Slang to describe when the market has a strong and quick upward movement. These days you might
hear:"“the market has a woody," when the market is performing well. Possibly not named after the character
in Toy Story'.

WORKOUT MARKET

In the OTC market, a range of prices quoted by a market maker who is not certain that a market is
available, but who feels he or she can “work one out" within a reasonable period of time.

WRINKLE

Colloquial term for a feature in a security that could benefit the older:

WRITE

The process of selling an option. The writer is the investor who sells the option.

WRITE-DOWNS

Reducing the book value of an asset because it is overvalued compared to the market value. Put another
way, saying something is worth less than stated.

WRITE-OUT

An exchange floor procedure by which specialists are allowed to buy stock for themselves from a customer's offering
in their books, or sell from their accounts to a customer's bid. They must, however,allow the broker who entered the
order to execute and “write out” the confirmation of the transaction and earn the contingent brokerage fee.
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XY &Z XY &Z
X OR XD X OR XD
A symbol used by newspapers to signify that a stock is trading ex-dividend, that a bond is trading without A 3 sall 5 5F 85 5 shoe el o 5T nlas 5 0y s 1515 o el o 3,153 [PENTCI-E VN
interest or that a mutual fund recently paid a capital gain or dividend. s o] Ldlend T s ot a3
sl sl Adlawd , 2Lyl g sh a6
XR %R
A symbol used by newspapers to signify that a stock is trading without rights attached. Those rights remain .
with the seller L 3l e 55 S e s 050 4515 1 el 1 5,LE0 il e85 3
XwW XW
A symbol used by newspapers to signify that a stock is ex-warrants. 3 55 ) 5 ) S, il 038305 50,
YIELD YIELD

In general, a return on an investor's capital investment. For bonds, the coupon rate of interest divided by the
purchase price, called current yield. Also, the rate of return on a bond, taking into account the total of annual
interest payments, the purchase price, the redemption value and the amount of time remaining until maturity.

YOUNG AND WEALTHY BUT NORMAL - YAWN

The no bling zone. A term that refers to a new class of self-made millionaires who have made a conscious
decision to live relatively modest lives, making contributions to charitable causes and spending time with
their families - instead of spending wealth on gaining luxurious items and living expensive lifestyles.
YUPPIE

Young urban professionals. A derogatory 1980s term for undeserving young business people who knew
how to get it and weren't afraid to show it off. Less sterotypical these days, a yuppie is now more of an
affluent professional.

ZOMBIE

A bankrupt or insolvent company that continues to operate while it awaits a closure or merger: Also a
beverage, perhaps enjoyed by employees of said bankrupt company - and a movie monster.
ZERO-BALANCE ACCOUNT (ZBA)

A cheque account in which a zero balance is maintained by transfers of funds from a master account in an
amount only large enough to cover cheques presented.

NOTES
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A&B

A&B

AR

A commission, fees or wages levied for services.

AR-RAHNU (COLLATERALISED BORROWING)

Refers to an arrangement whereby a valuable asset is placed as collateral for debt. The collateral may be
disposed of in the event of default. Similar to pawn broking.

ARBUN
Earnest money/down payment; a non-refundable deposit paid by the client (buyer) to the seller upon concluding
a contract of sale, with the provision that the contract will be completed during the prescribed period,

AMANAH

Trust, trustworthiness, faithfulness and honesty. Most widely understood and used to identify a
transaction where one party keeps another's funds or property in trust. Also used to describe different
financial or commercial activities such as deposit taking, custody or goods on consignment.

AS-SARF (FOREIGN EXCHANGE)
Refers to the buying and selling of foreign currencies.

BAI’ AL-DAYN (DEBT TRADING)

Refers to debt financing, i.e. the provision of financial resources required for production, commerce and
services by way of sale/purchase of trade documents and papers. Only documents evidencing real debts
arising from bona fide merchant transactions can be traded.

BAI AL-INAH (SALE AND BUY BACK AGREEMENT)

The financier sells an asset to the customer on a deferred-payment basis, and then the asset is immediately
repurchased by the financier for cash at a discount. The buying back agreement allows the bank to assume
ownership over the asset in order to protect against default without explicitly charging interest in the event
of late payments or insolvency.

BAI' AL-ISTIJRAR (SUPPLY CONTRACT)

Refers to an agreement between the client and the supplier, whereby the supplier agrees to supply a
particular product on an ongoing basis, for example monthly, at an agreed price and on the basis of an
agreed mode of payment.

BAI’ AS-SALAM (FUTURE DELIVERY)
Refers to an agreement whereby payment is made immediately, while the goods are delivered at an agreed
later date. It is equivalent to an advance payment.

BAI' BITHAMAN AJIL (DEFERRED PAYMENT SALE)
Refers to the sale of goods on a deferred payment basis at a price, which includes a profit margin agreed
to by both parties.

BAI MUAJJAL (CREDIT SALE)

Literally, bai muajjal means a credit sale. Technically, it is a financing technique adopted by Islamic banks that takes
the form of murabaha muajjal. It is a contract in which the bank earns a profit margin on the purchase price and
allows the buyer to pay the price of the commodity at a future date in a lump sum or in installments. It has to
expressly mention cost of the commodity and the margin of profit is mutually agreed. The price fixed for the
commodity in such a transaction can be the same as the spot price or higher or lower than the spot price.

BAITUL MAL
Treasury.

AR-RAHNU (COLLATERALISED BORROWING)
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AS-SARF (FOREIGN EXCHANGE)
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BAI' AL-DAYN (DEBT TRADING)
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BAI’ AL-INAH (SALE AND BUY BACK AGREEMENT)
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D to K D to K
DARURA DARURA
A necessity, or emergency.This is a condition in which aspects of the Shari'ah may be suspended in order to el oVl il )l Shaladl e dlilaall e ) r\s,‘yl la3 eVl s3a sie g el 5 laans 5550
preserve life, or assure the safety of the Islamic community, or an individual. N ) ) sl s
FATWA FATWA
An Islamic legal opinion based upon Qur'an, Sunnah and Islamic legal precedent — collectively the Shari'ah. .
omin 4 51 e b e Loy Tae b 5 558

FUQAHA Ouoate 486 sl g plle L jaims B b 555
Plural of fagih. Jurist trained in Islamic law or the Shari'ah in particular, according to the four leading teachers: FUQAHA
Maalik, Abu Hanifa, Shafi'e and Ibn Hanbal LT o o5l e Jages Liall g due il 503l o plle 4 pan olems
GHARAR
Uncertainty. One of three fundamental prohibitions in Islamic finance (the other two being riba and . . L ,GHARAR
maysir). According to www.hsbcamanah.com, Gharar is “a sophisticated concept that covers certain types ALY o g e Lo e 3 S a1, A
of uncertainty or contingency in a contract”. Often used to highlight the perceived shortcomings of HARAM
conventional financial practices such as short selling, speculation and derivatives. Simply, selling something
you may not be in a position to deliver. ol
HALAL HALAL
Acceptable under Shari'ah. s
HARAM
Forbidden under Shari'ah. HIBAH (GIFT)

s
HIBAH (GIFT)

Refers to gifts awarded voluntarily in return for loan given.

HIWALAH (REMITTANCE)
Refers to a transfer of funds/debt from the depositor's/debtor’s account to the receiver's/creditor’s account,
whereby a commission may be charged for such service.

IJARA (LEASING)

Refers to an arrangement under which the lessor leases equipment, a building or other facility to a client
at an agreed rental against a fixed charge, as agreed by both parties. ljarah wa iqtinah extends the ljarah
concept to a hire and purchase agreement.

ISLAMIC BANKING

Simply, financial services that meet the requirements of the Shari'ah, or Islamic law, and therefore
meet religious requirements of Muslim customers. However, Islamic banking is not restricted to
Muslims. Both the financial services provider and the customer can be non-Muslim as well as
Muslim.

ISTISNA
Predelivery financing and leasing instrument used to finance long-term projects.

JU'ALAH

The price stipulated for performing a service. Sometimes applied in the model of Islamic banking.
Bank charges and commission have been interpreted to be ju'ala by the jurists and thus considered
lawful.

KAFALAH (GUARANTEE)

Refers to guarantee provided by a person to the owner of goods, who had placed or deposited his goods
with a third party, whereby the guarantor and the third party must meet any subsequent claim by the
owner for his goods.

HIWALAH (REMITTANCE)
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(JARA (LEASING
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ISLAMIC BANKING
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MtoR

MAYSIR

Gambling. Another of three fundamental prohibitions in Islamic finance (the other two being riba and
gharar). Maysir is often used to highlight the perceived shortcomings of conventional financial practices such
as speculation, conventional insurance and derivatives.

MUDARIB
The entrepreneur or investment manager (in a mudarabah) who invests the investor's funds in a project or
portfolio in exchange for a share of the profits.

MUDARABA (PROFIT-SHARING)

Refers to an agreement made between a party, who provides the capital, and another party (entrepreneur),
to enable the entrepreneur to carry out business projects, which will be on a profit sharing basis according
to pre-determined ratios agreed upon earlier: In the case of losses, these are borne by the provider of the
funds.

MURABAHA (COST PLUS FINANCING)

Contract of sale between the bank and its client for the sale of goods at a price plus an agreed profit
margin for the bank. The contract involves the purchase of goods by the bank, which then sells them to the
client at an agreed mark-up. Repayment is usually in installments.

MUSAWAMAH

Musawamah is a general and regular kind of sale in which price of the commodity to be traded is bargained
between the seller and the buyer without any reference to the price paid or cost incurred by the former.
Thus, it is different from Murabaha in respect of pricing formula. Unlike Murabaha, however, the seller in
Musawamah is not obliged to reveal his cost. Both the parties negotiate on the price. All other conditions
relevant to Murabaha are valid for Musawamah as well. Musawamah can be used where the seller is not in
a position to ascertain precisely the costs of commodities that he is offering to sell.

MUSYARAKAH (JOINT VENTURE)

Refers to a partnership or joint venture for a specific business with a profit motive, whereby the
distribution of profits will be apportioned according to an agreed ratio. In the event of losses, both parties
will share the losses on the basis of their equity participation.

NOOR TAKAFUL

Established in 2008 in Dubai, Noor Takaful is the Sharia'a compliant insurance brand of Noor Investment
Group LLC.Through its two entities Noor Takaful Family PJSC and Noor Takaful General PJSC, it offers a
broad range of general and family takaful products. Noor Takaful aims to set new standards in the region’s
booming takaful industry with a focus on service innovation. Noor Takaful's products and services are
governed by a Sharia’a supervisory board comprising of well-known Islamic scholars. Noor Takaful has four
locations across the UAE in the Emirates of Abu Dhabi, Dubai, and Sharjah.

QARDHUL HASSAN (BENEVOLENT LOAN)
Refers to an interest-free loan.The borrower is only required to repay the principal amount borrowed, but
he may pay an extra amount at his absolute discretion, as a token of appreciation.

RAB AL MAAL
In a mudaraba contract the person who invests the capital.

RIBA

This term literally means an increase or addition. Technically, it denotes any increase or advantage obtained
by the lender as a condition of the loan. Any risk-free or “guaranteed” rate of return on a loan or
investment is riba. Riba, in all forms, is prohibited in Islam. In conventional terms, riba and “interest” are used
interchangeably.
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SADAQAH
Charitable giving.

SALAM
A purchase contract with deferred delivery of goods, suitable for agriculture finance.

SHARI'AH
Islamic law derived from three sources - the Qur'an, the Hadith and the Sunnah.

SHARI'AH ADVISOR

An independent professional, usually a classically trained Islamic legal scholar; that advises an Islamic bank on the
compliance of its products and services with the Shariah, or Islamic law. Some Islamic banks consult individual
Shari'ah advisors and some establish a committee of Shari'ah advisors (the Shari'ah board or Shari'ah committee).

SHARI'AH COMPLIANT
A term used in the Islamic banking industry as a synonym for “Islamic”, essentially an act or activity
complying with Shari'ah, or Islamic law.

SUKUK

Similar characteristics to that of a fixed income conventional bond with the difference being that they are
asset backed; a sukuk represents proportionate beneficial ownership in the underlying asset. The asset will
be leased to the client to yield the return on the sukuk.

TAKAFUL

Arabic for solidarity. This is a form of Islamic insurance based on the Quranic principle of Ta'awon, or mutual
assistance. It provides mutual protection of assets and property and offers joint risk sharing in the event
of a loss by one of its members. Takaful is similar to mutual insurance in that members are the insurers as
well as the insured. Conventional insurance is prohibited in Islam because its dealings contain several haram
elements including gharar and riba, as mentioned above.

TAWARRUQ

Reverse murabaha. In personal financing, a customer with a genuine need buys something on credit from

a bank on a deferred payment basis and then immediately resells it for cash to a third party. Therefore,
obtaining cash without taking a loan based on repayments plus interest.

UJR (FEE)

Refers to commissions or fees charged for services.

WADIA

Refers to goods/deposits that have been deposited with another person, who is not the owner; for safekeeping. As
wadiah is a trust, the depository becomes the guarantor and, therefore, guarantees repayment of the whole amount,
or any part thereof, outstanding in the account of depositors when demanded. The depositors are not entitled to
any share of the profits, but the depository may provide returns to the depositors as a token of appreciation.
WAKALAH (NOMINATING ANOTHER PERSON TO ACT)

Refers to a situation where a person nominates another person to act on his behalf. Absolute power of attomey.
WAQF (PLURAL:AWKAF, AWQAF)

A permanent endowment or a charitable trust. In Islamic law this means tying up assets (usually real estate)

in perpetuity so that they cannot be sold, inherited, or donated to anyone and then entrusting them to an
individual or an organisation for a specified charitable purpose - such as education, mosques or for the poor.
ZAKAT/ZAKAH

Literally,“purifying dues”. A tax which is prescribed by Islam to be paid to specific people by all Muslims
having wealth above their basic needs. The exemption limit is set by the Shari'ah.
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Notes
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info@moneyworks.ae e slal w1 b ca iy 5,05 LAVl el gos . 5315 Jas¥1 Silall 51/

This guide is a collection of widely used financial phrases and, in some cases, definitions of financial terms and is
not intended as an exhaustive listing. The information provided in this guide is provided in good faith as general
information and is not intended as investment advice. Remember that investments can go down as well as up and
investors may not get back the amount originally invested. All phrases have been researched and cross-referenced
from multiple sources wherever possible in order to present a balanced, independent view. Errors and omissions are
regretted. Please contact us via email, info@moneyworks.ae, with updates/comments.
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