Financial Performance Vocabulary Teacher’s Guide

1. Regulatory Risk - The risk that a change in laws and regulations will materially impact a security, business, sector or market

2. Liquidity Risk - The risk stemming from the lack of marketability of an investment that cannot be bought or sold quickly enough to prevent or minimize a loss


3. Operational Risk - a risk arising from execution of a company's business functions; the risk of loss resulting from inadequate or failed internal processes, people and systems, or from external events

4. Market Risk - the chance an investment portfolio decreases in value because of changes in market conditions

5. Foreign Exchange Risk - The risk of an investment's value changing due to changes in currency exchange rates
 
6. Credit Risk (Default Risk) - The risk of loss of principal or loss of a financial reward stemming from a borrower's failure to repay a loan or otherwise meet a contractual obligation
7.  Interest Rate Risk - The risk that an investment's value will change due to a change in the absolute level of interest rates, in the spread between two rates, in the shape of the yield curve or in any other interest rate relationship

8. Commercial bank - a bank that provides transactional, savings, and money market accounts and that accepts time deposits
9. Balance Sheet - a statement of the financial position of a business on a specified date
10. Valuation - an estimated value or worth
11. Market Capitalization - an estimation of the value of a business that is obtained by multiplying the number of shares outstanding by the current price of a share
12. Commercial Risk - the risk a company takes by offering credit with no collateral
13.  Strategic Risk - the current and prospective impact on earnings or capital arising from adverse business decisions, improper implementation of decisions, or lack of responsiveness to industry changes
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