
Financial 
Glossary

We want to introduce you to all the important financial 

basics without using any unnecessary jargon. However, 

you can’t do without certain terminology if you want to 

find your way around the stock market and the world 

of investment. That’s why we’ve compiled a financial 

glossary with the most important terms for you. You can 

always have a look here if you are not sure about a term.
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Access savings account
An access savings account is an 
interest-bearing account without a 
fixed term that is used exclusively for 
investing money and whose balance 
you can dispose of daily in any amount. 
Perfectly suited for your > emergency 
fund.

Accumulation
Accumulation means that your profits 
from securities are automatically 
reinvested in new securities. In this way, 
you benefit from the > interest rate 
effect.

Agio (issuing premium) - 
initial commision 
The agio or issuing premium is a one-
time fee that is charged when fund 
units are purchased. 

Assets
In our context: part of your balance 
sheet. Assets are your financial means, 
on your credit side.

Asset class
An asset class describes a type of 
financial asset or investment, for 
example shares, bonds or real estate.

Bad debt
Money that you borrowed for 
something that you basically couldn’t 
afford. Often these are consumer loans 
or an overdrawn overdraft. > Overdraft

Benchmark index
A benchmark index refers to important 
reference values that are used as a 
comparison to own investments or for 
the performance of funds.

Bonds
When you buy a bond on the stock 
exchange, you are effectively granting 
the seller a loan, which he must pay 
back to you (plus interest) after a 
certain period of time.  Bonds can be 
issued by companies or governments. 
They are also called fixed-income 
securities or debentures. Learn more 
about bonds.

Broker
The broker is the intermediary between 
you and the stock exchange. For 
example, if you want to buy a share, the 
broker carries out the transaction.

Brokarage Account - 
Custodian Bank
Your securities are held in your custody 
or brokerage account. It is like a digital 
safe.

Buy and Hold
Buy and hold is an investment strategy 
that aims to hold financial assets for the 
long term.  > Investment horizon

Capital gains tax
A uniform tax rate applies to your 
income from capital gains. This is 25% 
plus 1.375% solidarity surcharge and, if 
applicable, church tax.

Commodities
You can also invest your money in 
commodities. These include coal, oil, 
natural gas, silver and platinum. There 
are also agricultural commodities such 
as cotton, coffee, palm oil, corn, wheat 
or live cattle.
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Compound interest effect
Compound interest describes the interest 
you receive on your invested money 
plus the interest amounts received in a 
previous interest period. The prerequisite 
for this is that the interest amounts are 
immediately reinvested or reinvested. The 
compound interest effect causes your 
invested capital to grow exponentially.  
> More about the compound interest 
effect 

Crash
When share prices fall by 30-50% within 
days or weeks, this is known as a crash. 

DAX
DAX is the abbreviation for the German 
Share Index, which tracks the 40 most 
valuable German stock corporations. 
Market capitalization is the benchmark.

Distribution  (dividend payout)
Distributions are payments made by 
companies to their shareholders. These 
are usually parts of the company’s 
profits. In the case of public limited 
companies, they are also referred to as 
“dividends”.
Dividends are not reinvested, but paid 
directly to you. > Dividends

Diversification
Diversification describes the possibility 
of investing very broadly in different 
countries and/or sectors. The more 
diversified your portfolio, the lower your 
risk. > World portfolio

Dividends
If a company passes on part of its profits 
to you, this is called a profit distribution 
or dividend. > Distribution

Drawing credit, overdraft 
The overdraft or drawing credit is the 
limited amount of money that a bank 
allows you to overdraw your current 
account. The bank allows you to spend 
more money than you actually have in 
your account, if necessary. > Bad debts

Emergency fund
The Emergency fund is your cash reserve 
for unforeseen expenses. It should always 
be available and be kept in a call money 
account. > Access savings account
Lean more about emergency fund

Endowment life insurance
An endowment life insurance policy 
combines death cover with a private 
pension plan that allows you to build up a 
fixed capital for a one-time payout in old 
age. 

ESG / Sustainable investing
Sustainable indices include companies 
that have proven to be particularly 
responsible in the areas of environment, 
social affairs and corporate governance. 
These funds are often labelled with 
the letters ESG, which stands for 
Environment, Social and Governance. 
Another label is SRI, which stands for 
Socially Responsible Investing.

ETFs
“Exchange Traded Funds”. An ETF is 
based on the composition of an index. > 
Index > Passive investing 
Learn more about ETFs

European Central Bank (ECB)
The European Central Bank is the 
common monetary authority of all 
member states of the European 
Monetary Union. Its main objectives are 
to maintain price stability (keyword: 
inflation) and to ensure an even 
development of the economy. 
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Excess return
Excess return is the return that exceeds 
the expected or guaranteed interest rate. 
> Return

Fixed-term deposit account
A fixed-term deposit is a type of 
investment where you invest an amount 
of money for a fixed period of time at a 
fixed interest rate. The fixed-term deposit 
account is the account in which your 
money is held for the fixed period. 
> Interest

Funds (active vs. passive 
funds)
An (investment) fund is the accumulated 
money of various investors.  In an active 
fund, this money is invested by fund 
managers in many different shares, 
bonds, commodities or real estate. They 
receive a part of the return for their work. 
Passive funds, which also include ETFs, 
“only” track an index. Since no one makes 
active investment decisions here, passive 
funds are cheaper for you. Learn more 
about funds.

Gender Pay Gap
The gender pay gap is the difference 
in the average gross hourly earnings of 
women and men. Women in Germany 
earn on average 18% less than men.

Gender Pension Gap
The Gender Pension Gap is the gender-
specific gap in old-age provision or 
pensions. It is usually much higher than 
the gender pay gap. Research shows that 
women in Germany receive 59.6 % lower 
pensions than men.

Good debt
Good debts are, for example, a loan for a 
rented condominium. After repayment of 
the loan, the property belongs to you and 
you have additional income from the rent. 

Growth stock
Growth shares are shares that 
show a high growth in turnover. One 
characteristic is that the turnover has 
increased by at least 20% in the last 3 
years.

Index
With the help of an index, you can see 
how a group of securities develops over a 
certain period of time. A stock index thus 
reflects the performance of a group of 
stocks.

Inflation
Inflation is the reduction in the value of 
money or an increase in the general price 
level. In other words: while your weekly 
groceries in the supermarket cost around 
30 euros this year, you will pay 31 euros 
for the same goods next year. 
Learn more about inflation.

Initial public offering (IPO)
An initial public offering (also IPO or going 
public) describes the first sale of shares 
in a company via the stock exchange. 
From this moment on, you can acquire 
shares of the company.

Interest
You earn interest when you make a loan, 
i.e. lend money. If you invest in bonds, you 
receive interest in return. You also usually 
receive interest on overnight or fixed-
term deposit accounts. > Access savings 
account
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Investment Grade
Investment grade” is a rating that 
indicates that a government or corporate 
bond has a relatively low risk of default.  
The rating is awarded by special rating 
agencies such as Standard and Poor’s 
or Moody’s. Companies with a rating of 
at least BBB or BAA are referred to as 
investment grade.

Investment horizon
The investment horizon describes the 
planned duration of your investment. A 
long investment horizon means 15 years 
or longer. > Buy and Hold

Issue date
An issue is the process of bringing 
securities such as shares or bonds to 
the market. The issue date is the exact 
day on which this happens. > Initial Public 
Offering > IPO

Issuer
An issuer is the provider of securities 
such as shares and bonds. In the case 
of shares, for example, these are the 
companies themselves. But states or 
credit institutions can also be issuers.

Liability / Owing
In our context: part of your balance 
sheet. Liabilities are your owings, i.e. 
borrowed capital, which are on the debit 
side. These include loans.

Market capitalization
Market capitalisation refers to the value 
of a company on the stock exchange. The 
value of the current market capitalisation 
is obtained by multiplying the number of 
shares issued by the stock market price. 

Partial release
Funds that consist of more than 51% 
shares are subject to tax relief. You only 
have to pay tax on 70% of the profits you 
make with these funds. This means that 
30% is tax-free. > Capital gains tax

Passive investing
Passive investing means that you invest 
your money thoughtfully and for the 
long term, in other words, you pursue a 
buy and hold strategy. You don’t focus 
on individual companies or sectors, 
but rather take a broad position by 
orienting yourself to an index. You sit out 
fluctuations and do not try to achieve 
higher returns by speculating. > Buy and 
Hold > ETF

Pension Gap
The difference between what you can 
expect in retirement and what you 
actually need to maintain your current 
standard of living.

Portfolio
A portfolio is the total amount of your 
assets. Your portfolio can consist of a 
variety of different asset classes, such 
as shares, real estate, commodities and 
ETFs.

Productive assets
Part of the assets of a company that is 
needed to produce goods. This includes, 
for example, buildings, machinery and 
conveyor belts.

REITs
REITs is the abbreviation for “Real Estate 
Investment Trusts”, a special form of 
real estate stock corporation. In a REIT, 
the investment is spread over many 
properties and most of the income 
benefits you directly.
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Repayment
Repayment means paying back a loan. 
This is usually done through regular 
payments, for example on a monthly 
basis. 

Return
The return (on investment) is the profit 
you make on the money you invest over a 
certain period of time. 

Riester Pension
The Riester Pension, named after 
Walter Riester, is a pension in Germany 
that is basically privately financed and 
subsidised by state allowances and by 
deduction of special expenses.

Rürup Pension
The basic pension, colloquially known as 
the Rürup pension after the economist 
Bert Rürup, was introduced in Germany 
in 2005 as a tax-privileged form of private 
old-age provision. 

Stock / Share
A stock is a share in a company that 
is subject to the legal form of a public 
limited company. As a shareholder, you 
have a financial stake in the company. 
Learn more about shares.

Tax allowance / savers’ flat-
rate
Your saver’s flat-rate amount is 801 euros 
per year; from 2023 it will be increased to 
1,000 euros. This means that you do not 
have to pay tax on the first 801 euros that 
you earn from securities. If you want to 
claim your tax-free amount, you should 
set up an exemption order with your 
broker. 

Trading
Trading is the short-term buying and 
selling of securities. The aim is to buy 
cheaply and sell at a high profit. Traders 
speculate and hope to make a lot of 
money quickly. To do so, they also accept 
a high risk. Trading is the opposite of 
> Buy and Hold.

Wealthness
Wealthness, from the English word Wealth 
and Wellness. When you are completely 
relaxed and satisfied because you 
determine your own financial future.

Worldwide portfolio - Global 
portfolio
A world portfolio is a portfolio of equity 
and bond ETFs that tracks a large part 
of the world economy. If you invest in a 
world portfolio, you are well diversified. 
> Diversification
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