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GLOBAL MARKETS
(2023 Revenue: $19.527 Billion)

GLOBAL BANKING
(2023 Revenue:  $24.796 Billion)

The Consumer Banking segment, which consists of Deposits 
and Consumer Lending, offers a diversified range of credit, 
banking and investment products and services to consumers 
and small businesses.

Global Wealth & Investment Management (GWIM) consists of 
two primary businesses: Merrill Wealth Management and Bank 
of America Private Bank. These businesses provide 
comprehensive wealth management solutions targeted to 
high net worth and ultra high net worth clients, as well as 
customized solutions to meet clients’ wealth structuring, 
investment management, trust and banking needs, including 
specialty asset management services.

Global Banking, which includes (1) Global Corporate, Global 
Commercial, and Business Banking and (2) Global Investment 
Banking, provides a wide range of lending-related products 
and services, integrated working capital management and 
treasury solutions, and underwriting and advisory services 
through a network of offices and client relationship teams. 

The Global Markets segment (1) offers sales and trading 
services to approximately 8,000 institutional clients across 
fixed-income, credit, currency, commodity and equity 
businesses (2) provides research services and product 
coverage including securities, and  derivative products in 
both the primary and secondary markets, and (3) provides 
market-making, financing, securities clearing, settlement and 
custody services globally to such clients to support their 
investing and trading activities. 

IPO

CONSUMER BANKING
(2023 Revenue:  $42.031 Billion)

GLOBAL WEALTH & 
INVESTMENT MANAGEMENT 

(2023Revenue:  $21.105 Billion)



Bank of America Ecosystem

Regulators Customers

Outside Relationships

Capital Suppliers

Outside Relationships

Bank of America, National Association
c/o BA Credit Card Funding, LLC

1020 North French Street
Wilmington, DE 19884

Phone: (980) 683-4915 Website: www.investor.bankofamerica.com/

Customers RegulatorsSuppliers Capital

© 2024
One Page Thinking, LLCwww.onepagethinking.net

July 
2024

Governance

Equity Structure
Bank of America Corporation (a Delaware corporation)

Corporate MattersFinance and Accounting

Investor Relations

Balance Sheet Management

Tax

Financial Planning & Analysis

Accounting

Corporate Treasury

Financial Management

Corporate Investments

Human Resources

Compensation and Benefits

Employee Engagement and 
Culture 

(Great Place to Work, commitment)

Global H.R. Team Leadership
(4,000 Human Resources 

professionals across 28 countries)

Diversity and Inclusion

HR Information Systems

Real Estate Portfolio
(workspaces and client-facing offices)

Talent Acquisition, 
Development, Evaluation, and 

Management

Public Policy

Corporate Social Responsibility 
Integrated Operations 

Solutions Delivery 
(across all lines of business, 
staff support areas, and the 

broader enterprise)

Paycheck Protection 
Program Forgiveness 

Program

Business Continuity

Legal

Regulatory Affairs

Litigation Management

Corporate Governance 

Global Legal Team Leadership

Corporate Strategy

Enterprise Data
AI Governance

Enterprise Payments 
Strategy

Operational Excellence/ 
Change Management

Operations Strategy/Enterprise 
Platforms

Equity Capital

Debt Structure
Debt ( $ 302.2 Billion @ 12/31/2023 )                  |                 Credit Ratings (Long-Term Unsecured Debt): A1 (Moody’s), A- (S&P), AA- (Fitch) 

Depositors Debt Issued or Guaranteed by Bank of America Corporation (Parent) Debt of Bank of America, N.A. (Bank Subsidiary)
Common Stock

Authorized: 12.8B shares
Issued and Outstanding:

7.9B shares
Record Holders: 137.369

Preferred Stock
Authorized: 100M shares
Issued and Outstanding:

4.09M shares
Number of Series: 27

(Series B, E,F,G,L,U,X,Z,AA, DD, FF, GG, HH,JJ, KK, LL, 
MM, NN, PP,QQ, RR,SS,TT,1,2,4,5)

Share Repurchase 
Program

Authorized:$25B
Expiration: None
Balance: $12.7B

Deposits:
$1.924T

2024 - 2052 
Fixed Rate Senior 

Notes:
$194.4B 

@0.25-8.5%

Senior 
Structured 

Notes:
$14.9B

2024- 2045 
Fixed Rate 

Subordinated 
Notes: $20.9B 

Brian T. Moynihan (Chair)

José E. Almeida (A,C) Linda P. Hudson (G,E)

Clayton S. Rose (C,E)

Maria T. Zuber (G,E)

Lionel L. Nowell III 
(Lead Independent Director)

Pierre J.P. de Weck (C,E) Monica C. Lozano (C,E)

Michael D. White (A,G)Sharon L. Allen (A,G) Arnold W. Donald (A,C)

Denise L. Ramos (A,C)
Thomas D. Woods (G,E)

Board of Directors

Executive Management Team
CEO: Brian T. Moynihan

Chief Administrative Officer: 
D. Steve Boland

President, Global Markets: 
James DeMare

Chief Audit Executive: 
Christine P. Katziff

President, Business 
Banking: Raul A. Anaya

Chief Financial Officer: 
Alastair M. Borthwick

Vice Chair:  
Paul M. Donofrio

President, The Private 
Bank: Kathleen A. Knox

Global General Counsel 
Lauren Mogensen

President, Regional 
Banking:

 Dean C. Athanasia
Chief Risk Officer:

 Geoffrey S. Greener
President, Global Corporate 

& Investment Banking: 
Matthew Koder

Vice Chair, Head of Global 
Strategy & Enterprise 

Platforms: Thong M. Nguyen

Chief Technology and 
Information Officer: Aditya 

Bhasin

President, Co-Head Merrill 
Wealth Management: 

Lindsay Hans
President, Preferred 

Banking: Aron D. Levine
President, Retail Banking: 

Holly O’Neill

Chief Human Resources 
Officer: Sheri Bronstein

President, Co-Head Merrill 
Wealth Management: 

Eric A. Schimpf
Chief Operations Executive: 

Tom M. Scrivener
President, Global 

Commercial Banking: Wendy 
H. Stewart

Vice Chair, Head of 
Enterprise Credit: Bruce 

R. Thompson

President, International; 
CEO, Merrill Lynch 

International:
 Bernard A. Mensah

Committees: Audit (A), Compensation & Human Capital (C), Corporate Governance, ESG, 
& Sustainability (G), Enterprise Risk (E)

Administration

Workforce Development

Arts & Heritage

Global Corporate 
Communications

External Communications

Global Corporate Security

Executive Protection

Enterprise Services 

Procurement/Vendor 
Management

Global Corporate Audit 

Global Credit Review

Audit

Enterprise Credit

End-to-End Credit Solutions 
(across all four operating segments 

and lines of business)

Sustainability Activities
(including net zero initiative, 
$1.5T in sustainable finance)

Bank of America Pension 
Fund Investment Function

BofA Global Research 
Department

Bank of America Institute

Global Risk

Risk Management
(includes remedy 

development/implementation)

Regulatory Compliance
(includes relationships with 
regulators and supervisory 

institutions worldwide)

Technology & Information

Global Technology Team 
Leadership 

(60,000 employees responsible for 
designing and delivering technology 

solutions for all eight lines of 
business and staff support groups)

Technology Infrastructure

Global Business Services

Global Information Security

2024 - 2044 
Floating Rate 
Senior Notes:

$194.4B 
@0.74-10.4%

2026- 2037 
Floating Rate 
Subordinated 
Notes: $4.6B 

2027- 2066 
Fixed Rate 

Junior 
Subordinated 
Notes: $744M 

2024-2028 
Fixed Rate 

Senior Notes: 
$5.1B @ 5.25-

5.82%

2024-2028 
Floating Rate 
Senior Notes: 

$3.5B @ 5.26-
6.42%

2036 
Subordinated 
Notes: $1.5B 

@ 6.0%

2024 – 2034 
Federal Home 

Loan Bank 
Advances: $5.8B 
@ 0.01-7.42%

2024-2028 
Fixed Rate 

Senior Notes: 
$5.1B @ 5.25-

5.82%

Bank 
Securit-
izations: 
$7.9B

Operations

Network

Consumer Banking (2023 Revenue: $42.031 Billion)

Operating Divisions

The Consumer Banking segment, 
which consists of Deposits and 
Consumer Lending, offers a 
diversified range of credit, banking 
and investment products and 
services to consumers and small 
businesses.

Consumer Banking Competition

Merrill

Global Wealth & Investment Management (2023 Revenue: $21.105 Billion) 

Private Bank

Global Wealth & Investment Management (GWIM) consists 
of two primary businesses: Merrill Wealth Management and 
Bank of America Private Bank. These businesses provide 
comprehensive wealth management solutions targeted to 
high net worth and ultra high net worth clients, as well as 
customized solutions to meet clients’ wealth structuring, 
investment management, trust and banking needs, 
including specialty asset management services.

Global Wealth & Investment Management Competition

Deposits

Consumer Lending

The Consumer Banking network consists of financial centers, automated teller 
machines, nationwide call centers, digital banking platforms.

Financial Centers: 3,800

ATMs: 15,000

Nationwide Call Centers

Digital Banking Platforms
(46 million active users, including 38 million active mobile users)

Bank

Deposits includes the results of consumer deposit activities that 
consist of a comprehensive range of products provided to 
consumers and small businesses, including the following:

Noninterest-Bearing Checking 
Accounts

Money Market Savings Accounts

Certificates of Deposit

Interest-Bearing Checking 
Accounts

Traditional Savings 
Accounts

Individual Retirement Accounts

Consumer Investment Accounts/Products
(through the Merrill Edge integrated investing and banking 

service platform, consumer investments serves investment client 
relationships by providing investment advice and guidance, client 
brokerage asset services, self-directed online investing, and key 

banking capabilities such as access to Consumer Banking’s 
network of financial centers and ATMs)

Consumer Lending provides loans in the form of credit 
cards, residential mortgages, and personal loans to 
consumers and small businesses throughout the U.S. In 
turn, Bank of America earns net interest spread revenue, 
as well as fees and other revenues. Consumer lending 
products are available to customers through Bank of 
America’s retail network, direct telephone, and online and 
mobile channels. 

Debit and Credit Cards
(Bank of America generates interchange revenue from debit and credit card 

transactions, late fees, cash advance fees, and annual credit card fees) 

Residential Mortgages and Equity 
Loans

Direct and Indirect Loans
(e.g., automative, recreational vehicle, and 

consumer personal loans)

Loan Servicing
(Consumer Lending results include the impact of servicing residential mortgages and 

home equity loans, including loans held on Bank of America’s balance sheet and loans 
serviced for other financial institutions)

President, Retail Banking: Holly O’Neill | President, Preferred Banking:  Aron D. Levine

The Private Bank serves ultra-high-net-worth clients with 
investable assets of more than $3 million through advisory 
teams with specialized expertise in wealth structuring and 
management, estate planning, investment management, trust 
and banking services (including specialty asset management 
services), and custom lending.

Merrill Wealth Management’s advisory business provides a 
high-touch client experience through a network of financial 
advisors focused on clients with over $250,000 in total 
investable assets, offering tailored solutions to meet 
clients’ needs through a full set of investment 
management, brokerage, banking and retirement 
products. Anchored in financial planning, the company’s 
personal advisor relationships help individual investors 
and their families plan for and achieve their financial 
goals.

President, The Private Bank: Kathleen A. Knox

President, Co-Head Merrill Wealth Management: Eric A. Schimpf
President, Co-Head Merrill Wealth Management: Lindsay Hans

Investment Management
(premium access strategies/enhanced portfolio 

customization, investments, Merrill Lynch 
Investments Advisory Program, alternative 

investments, sustainable and impact investing, 
model portfolios, and MyMerrill online 

capabilities)

Banking 
(includes checking, savings, credit cards, cash 

management, preferred rewards cards, 
mobile/online banking)

Customized Lending & 
Home Financing

Alternative Investments

Banking
Business Owner 

Solutions

Brokerage 
(investors may choose between (1) a Merrill 

Edge Self-Directed account, offering access to 
global research, a pre-screened list of 

investments $0 online stock, ETF and option 
trades and (2) a - Merrill Guided Investing 

Account or Merrill Guided Investing Accounting 
with Advisor, offering investment professionals 

to assist in building, monitoring and 
rebalancing one’s investments  according to 

the investor’s polls and recommended 
investment strategy) 

Donor Advised Fund

Endowments & 
Foundations

Family Office

Financial Education

Fixed Income

Investment Management
Digital Capabilities

Private Philanthropy
Specialized Foundation 

Services
Specialty Asset 
Management

Sustainable Investing
Trusts & Estates
Wealth Planning

Lending
(mortgages, lines of credit, custom lending, 

and auto loans)

Insurance Advisory
(life insurance, annuities, and long-term 

insurance)

Wealth Management
(gifting and legacy planning, personal 
philanthropy, fiduciary trust solutions)Retirement & Savings

(traditional and Roth individual 
retirement accounts, lifetime income 
and retirement, education savings, 

health savings accounts)

Regional Banking

Global Banking (2023 Revenue: $24.796 Billion) 

Global Commercial Banking

Global Banking, which includes (1) Global Corporate, 
Global Commercial, and Business Banking and (2) 
Global Investment Banking, provides a wide range of 
lending-related products and services, integrated 
working capital management and treasury solutions, 
and underwriting and advisory services through a 
network of offices and client relationship teams. 

Global Corporate & Investment Banking

Business Banking delivers advisory and banking 
services for deposits, credit, treasury, trade, foreign 
exchange, equipment finance and merchant services 
to U.S. companies with annual revenues of $5 million 
to $50 million through locally based client 
relationship teams. 

President, Business Banking: Raul A. Anaya

Global Commercial Banking provides business lending and global transaction 
services to middle-market companies, commercial real estate firms, and not-
for-profit companies (generally with revenues ranging from $50 million to $2 
billion) across all industries. 

President, Global Commercial Banking: Wendy H. Stewart

The Global Corporate & Investment  Banking segment provides (1) financing, 
deposit other treasury services to large corporate clients and (2) investment 
banking advisory, underwriting and distribution services to companies of all 
sizes globally and across all major industries.  

President, Global Corporate & Investment Banking: Matthew Koder

Business Lending 
(commercial loans, leases, commitment facilities, 

trade finance, real estate lending, and asset-based 
lending, and related hedging activities)

Business Banking
President, Regional Banking: Dean C. Athanasia

Business Banking includes Business Lending and Global Transaction Services 
activities for mid-sized U.S.-based businesses (i.e., companies with annual 
revenues of $5 million to $50 million) requiring customized and integrated 
financial advice and solutions. 

Global Corporate Banking

Global Investment Banking
Client teams and product specialists underwrite and distribute debt, equity 
and loan products, and provide advisory services and tailored risk 
management solutions. Global Investment Banking originates certain deal-
related transactions with corporate and commercial clients that are executed 
and distributed by Global Markets (see Global Markets segment). 

Debt and Equity 
Underwriting Distribution 

Merger-Related & Other 
Advisory Services

Fixed Income & 
Equity Research

Global Corporate banking includes Business Lending and Global Transaction 
Services activities for large global corporations, financial institutions, and 
leasing clients with revenues of more than $2 billion and more than $1 billion 
internationally. 

Global Transaction Services 
(deposits, treasury management, credit 
card, foreign exchange, and short-term 

investment products)

Business Lending Transaction Services Investment Banking

Advisor & Banking Services 
(deposits, credit, treasury, trade, foreign exchange, equipment finance & merchant services)

Advisory & Banking Services
(treasury, lending, leasing, advisory, debt and equity underwriting, and digital solutions)

IPO
origination

Global Banking Competition

President, Global Markets: James DeMare

Global Markets (2023 Revenue: $19.527 Billion) 

The Global Markets segment (1) offers sales and trading services to 
approximately 8,000 institutional clients across fixed-income, credit, currency, 
commodity and equity businesses (2) provides research services and product 
coverage including securities, and  derivative products in both the primary 
and secondary markets, and (3) provides market-making, financing, securities 
clearing, settlement and custody services globally to such clients to support 
their investing and trading activities. 

Global Markets Competition

Investment Banking Execution

Investment & Brokerage Services

Market Making

Risk Management Products

Global Markets offers sales and trading services to institutional clients across 
a variety of investment products. 

Global Markets is responsible for the execution and distribution 
aspects of certain deal-related transactions with Bank of 
America’s corporate and commercial clients that are originated 
by Global Banking (see Global Banking segment). 

Global Markets provides market-making, financing, securities clearing, 
settlement and custody services globally to our institutional investor clients in 
support of their investing and trading activities. 

Bank of America works with their commercial and corporate clients to provide 
risk management products. 

Currency

Fixed Income Securities 
(including government securities, high-

grade and high-yield corporate debt 
securities, syndicated loans, mortgage – 
backed securities, and asset – backed 

securities)

Equity Securities 
(including common stocks, exchange 

traded funds, global depository shares, 
and equity derivatives such as equity

options, equity swaps, 
warrants, structured 
notes, and futures on 
individual securities, 
indices, and baskets 

of securities)

Commodities

IPO
execution & 
distribution

As a result of their market-making activities in these products, they may be 
required to manage risk in a broad range of financial products including 
government securities, equity and equity-linked securities, high-grade, and 
high-yield corporate debt securities, syndicated loans, MBS, commodities 
and asset-backed securities. 

Interest Rate Derivatives
Fixed %Variable %

Currency Derivatives
Variable  Fixed 

Foreign Exchange
$

Commodity Derivatives
Variable  Fixed 

Credit Derivatives

Fixed Income and 
Mortgage Related 

Products

Retail Banking Services
(including interest-bearing deposit 

accounts, credit cards services, home 
and auto loans, and small business 

cash management services)

Consumer 
Banking 

Customers

Small 
Businesses

Individuals

Merrill Lynch 
Financial 

Advisory Services

Global Wealth 
& Investment 
Management
Customers

Wealthy 
Individuals

 ($250,000+ in 
investable assets)

High Net Worth 
and Ultra-High 

Net Worth 
Individuals

Bank of America 
Private Bank Wealth 

Management Services

Commercial Lending, 
Treasury, and Investment 

Banking and Merger-Related 
Advisory Services

Global 
Banking 

Customers Gl
ob

al
 

Co
rp

or
at

e Large 
Corporations

Financial 
Institutions

Leasing Clients

Gl
ob

al
 

Co
m

m
er

cia
l Middle Market 

Companies
Nonprofit 

Clients
Commercial Real 

Estate Firms

In
ve

st
m

en
t 

Ba
nk

in
g Investment Banking 

and M&A Advisory 
Clients

IPO

Sales of Trading Execution 
Services and Financing (Fixed 
Income, Commodities and Currency  

Trading as Market Maker and 
Equity Securities Trading as 
Principal or Market Maker) 

Global Markets 
Segment

Customers

Governments

City Hall

Corporates

Insurance 
Companies

Asset Managers

Hedge Funds

Pensions

Financial 
Institutions

Pricing Information, Market 
Intelligence, and Investment 

Research Services

Professional 
Service Firms

Professional Services

Dividends and Common 
Stock Repurchases

Equity Capital
Significant 

Shareholders

Institutional 
Ownership
(69.28%)

Securities, Stock Exchange 
Listing, Broker Dealer, and 

Commodities Trading 
Regulation

PwC
(audit services)

Berkshire 
Hathaway, Inc

(13.21%)

Blackrock Inc
(6.24%)

Vanguard Group 
Inc.

(8.24%)

FMR, LLC
(2.45%)

State Street 
Corporation

(3.74%)

JP Morgan 
Chase & 
Company
(1.88 %)

Tiber Creek 
Group and 

Empire 
Consulting Group
(lobbying services)

GroupeConnect 
Unit of Publicis 

Groupe
(advertising 

services)

Davis Polk & 
Wardwell LLP
(legal services 

regarding banking 
and debt securities 

offerings)

McGuireWoods 
LLP

(legal services and 
diversity partnership)

IBM
(cloud computing, 
storage, and data 
analytics services 

for financial 
institutions)

Key Company Data
(as of 12/31/2023)

Share Data

Resources

Financial Highlights

Key Developments

Statement of Income

Balance Sheet

Cash Flow

Financial Returns

Return on Equity: 
8.54%

Stock Exchange 
(NYSE) Ticker 
Symbol: BAC

Share Price: $42.90
(07/19/2024)

Earnings Per Share 
(Trailing 12 Months): 

$2.84

Forward Annual 
Dividend: 

$0.96/share

Market 
Capitalization: 

$334.4B (07/19/24)

Headquarters: 
Charlotte, NC

Mission: “We make 
financial lives better 
for our clients and 
our communities 

through the power 
of every connection. 

Employees: 
213,000 

(78% U.S. – based)

Checking Account Growth: Bank of America 
reported a strong first quarter of 2024 in all 
business units. The bank added clients, 
deepened relationships, and achieved 36.9 
million consumer checking accounts, its 21st 
consecutive quarter of net checking account 
growth. 

First Quarter Financials: Bank of America’s 
first quarter of 2024 deposits grew from 
$1,905B to $1,907B, respectively. Digital 
engagement increased as new clients utilized 
the power of the online platform to meet 
financial needs. 

Key Regional Offices: 
Charlotte; New York; 
London; and Hong 

Kong

Values and 
Purpose: “deliver 

together, act 
responsibly, realize 
the power of people 
and trust the team.”

Total Assets: $3.2T

From Operations: 
$45.0B

Used in Investing: $ 
(35.4)B

Used in Financing: 
$93.35B

Total Liabilities: 
$2.89T 

Equity: $291.6B

Long-Term Debt: 
$296.346B 

Net Interest Income: 
$56.9B

Noninterest Income: 
$41.7B

Provision for Credit 
Loss: $4.4B

Total Revenue 
(net of interest expense):

$98.6B

Noninterest 
Expense: $65.8B

Net Income: $24.9B

Income before 
Taxes: $28.3B 

Business Overview: Headquartered in Charlotte, 
North Carolina, Bank of America Corporation is 
one of the world’s leading financial institutions, 
serving individual consumers, small and middle-
market businesses and large corporations with 
a full range of banking, investing, asset 
management and other financial and risk 
management products and services. Through 
operations across the U.S., and 35+ countries 
(via 3,800 retail financial centers, 15,000 ATMs 
and digital banking platforms), with 
approximately.  Bank of America serves 
approximately 69 million consumer and small 
business clients including 57 million verified 
users of its digital platforms. 

Secondary 
Mortgage Market

Federal National 
Mortgage 

Association
(Fannie Mae, which 

typically home 
mortgage loans 

from larger bans)

Federal Home 
Loan Mortgage 

Corporation
 (Freddie Mac, 

which typically buys 
loans from small 

banks, credit 
unions, and thrift 

institutions)

Sales of Qualifying Home 
Mortgages

Credit Card/Issuing Bank 
Agreement 

(Bank of America agrees to issue 
VISA- and MasterCard-branded credit 

cards and rely on their card 
processing networks and the 

networks of the merchant acquiring 
banks to facilitate payments to 

merchants)

VISA and 
MasterCard
(credit card 
payment and 
processing 
networks)

Bank of America 
issues four VISA 
branded credit 

cards (customized 
cash rewards, 
unlimited cash 
rewards, travel 
rewards, and 

premium rewards) 
and one 

MasterCard 
branded card 

(BankAmericard)

Key Categories of 
Supply

Financial 
Technology & 

Equipment

ATMs and 
Software

Security

Cirrus
(automated teller  

machine network for 
MasterCard 

cardholders)

Key Services and Supplies
((1) technology licenses, telecom 
and networking services, and IT 
equipment, (2)ATM machines, 

software and the Cirrus worldwide 
interbank network that provides 

cash withdrawals, deposits, 
transfers, and payment services 
to Mastercard credit, debit and 
prepaid card holders, as well as 

ATM cards issued by various banks 
worldwide bearing the 

Mastercard/Maestro logo, (3) 
physical security for cash in transit 
and ATM replenishment, and (4) 
joint ownership of the Zelle digital 

payments network and mobile 
application)

Automated 
Teller Machines 
and Software

(Hyosung)

Electronic Funds 
Transfer

Early Warning 
Services, LLC

(the fintech 
company that 

operates the Zelle 
digital payments 

network; it is owned 
by Bank of America, 
Truist Bank, Capital 

One, JPMorgan 
Chase Bank, PNC 
Bank, U.S. Bank, 
and Wells Fargo)

Computer 
Equipment

(Dell Technologies 
and HP)

Telecom and 
Networking 

Equipment and 
Security

Money 
Transport 
Security 

Providers
(secure cash-and-
transit, vault, ATM, 
replenishment, and 
logistic services)

Hedge 
Counterparties

Public Debt 
Holders

Bond Financing

Interest Rate, Foreign 
Exchange, Equity, Commodity, 

and Credit Derivatives

Bank Holding Company and 
Banking Regulation

Working Capital Financing
Federal Home 
Loan Bank of 

Atlanta

The Federal Home 
Loan Bank Act of 
1932 created the 

Federal Home Loan 
Bank system of 

government 
sponsored 
enterprises 

(FHLBanks) that 
encourage 

homeownership by 
providing a source 
of low-cost funds to 
member banks to 

be used for 
mortgage lending 
and community-
related economic 

development. 

Securities Regulators

Securities Sale and Disclosures: 
regulation of offers and sales 

securities, material event 
disclosure and financial 

reporting rules.

U.S. 
Securities and 

Exchange 
Commission

Investment Management: rules 
regarding safeguarding and 

management of client assets, 
offering of fund shares, 
marketing activities, and 

registration and oversight of 
investment advisers.

Broker-Dealers: regulation 
regarding registration and 

oversight of broker-dealers, 
including minimum net capital 

requirements.

Swap Dealers: conditional 
registration as security-based 

swap dealer. 

Financial Industry 
Regulatory 
Authority 

(U.S. securities dealer 
self-regulation)

U.S. Commodities Trading 
Regulators 

(regulation, registration, and 
supervision of futures commission 
merchants, derivatives business 

and swap dealers)

New York Stock Exchange
(listing, maintenance 

& corporate 
accountability rules; 

broker dealer 
supervision)

Domestic BHCs & FHCs

Deposit Insurance

Cyber Breach
(requirement to notify the Fed and 

FDIC within 36 hours after 
identifying a “computer-security 

incident” that the banking 
organization believes in good faith 

could materially disrupt its business 
operations)

Volcker Rule
(administered by FDIC) 

(prohibits banks and affiliates from 
conducting certain investment 

activities with their own accounts, 
and limits their ownership of, and 
relationship with, venture capital, 
hedge and private equity funds) 

Enhanced Prudency

Fed and FDIC
(Bank of America is subject to 
enhanced prudential standards 
(more stringent liquidity and 

capital requirements, leverage 
limits, stress testing, single-
counterparty credit limits, 

resolution planning, and risk 
management standards)

Prompt Corrective Action.  Federal 
banking agencies must take 

“prompt corrective action” (e.g., 
termination of deposit insurance, 
restrictions on bank operations, 
and receivership) with respect to 

FDIC-insured depository 
institutions that don’t meet 
minimum capital or leverage 

requirements 

Resolution Planning and Liquidation. Every three 
years, Bank of America and its parent must 

submit a resolution plan to ensure an orderly, 
rapid wind-down in case the bank or its parent is 
in distress. The FDIC may be appointed receiver 

for the bank liquidation.  

Capital Adequacy and Minimum 
Leverage Ratio. As a global 

systemically important bank, Bank 
of America is subject to required 
minimum risk-based and leverage 
capital ratio requirements relative 

to different classes of assets

Limitation on Single-
Counterparty Exposures. 

Limitations on exposure to 
a single-counterparty credit 

of 25% of tier 1 capital

Limit on Acquisitions and 
Activities of BHCs. (a) approval 

required for BHC to acquire 
greater than 5% of vote (or 

substantially all assets of another 
BHC, bank or savings association 
and (b) no approval to acquire or 

engage in “financial in nature” 
activities (securities and 

insurance underwriting, mutual 
funds/sponsorships, and 
complementary activities) 

Board of Governors of the 
Federal Reserve System 

(Fed)
(inspection, examination, 

supervision, and regulation of

Bank Acquisitions / Activities. (a) 
prior notice for acquisitions by an 
FHC of at least $10 B in assets; 

(b) prohibition on interstate 
acquisitions if acquiror controls 

over 10% of all U.S. deposits and 
30% of state deposits

Bank of America as 
a bank holding 

company (BHC) and 
financial holding 
company (FHC))

Source of Strength. if a bank is 
conducted in unsafe or unsound 

manner, parent may be ordered to 
support the bank

Capital Planning/Stress Testing. 
The parent must (a) submit an 
annual capital plan to the Fed 
reflecting projected financial 

performance under hypothetical 
macro-economic scenarios, 
including a severely adverse 
scenario, and (b) conduct 
company-run stress tests 

biennially & submit to Fed annual 
supervisory stress tests

Dividend Restrictions on Banks--
Fed limits amount Bank of 

America can pay in dividends and 
common stock repurchases to its 

parent if doing so would be an 
unsafe or unsound practice (i.e., 
net income not sufficient to fund 
dividends and expected rate of 

earnings retention not consistent 
with bank’s capital needs, asset 

quality and overall financial 
condition); Parent—restrictions 

on dividends and stock 
repurchases under capital 

adequacy rules

Affiliate Transactions.  
quantitative and qualitative limits 
on transactions between banks 

and parent, non-bank subsidiaries 
or executives, including 

extensions of credit purchases of 
assets, investments, all 

transactions must be arm’s length 
and loans must be collateralized

Liquidity Requirements: BHCs 
and bank subsidiaries are subject 
to a minimum liquidity coverage 

ratio (LCR) and net stable funding 
ratios (NSFR) to ensure sufficient 

high-quality liquid assets to 
survive a significant liquidity 
stress event lasting 30 days

Banking/Financial Services

Subjects of U.S. Regulation

Co
ns

um
er

 P
ro

te
ct

io
n

Kn
ow

le
dg

e 
of

 
Cu

st
om

er

De
riv

at
ive

s Derivatives Regulators 
(regulation requiring clearing and exchange trading of 
certain derivatives, establish capital, margin, reporting, 

registration and business conduct requirements for certain 
market participants, set position limits on certain derivatives 
and set out derivatives trading transparency requirements)

(regulation, supervision, and 
examinations, recordkeeping 

requirements; $250,000 of deposit 
insurance per depositor insured 

bank account; the bank is assessed 
a premium to receive depositor 

insurance)

Federal Deposit 
Insurance 

Corporation (FDIC)

Office of the Comptroller of the Currency (OCC) 
(regulation and examination of Bank of America, N.A. and Bank of America 

California, N.A. enforces capital adequacy and liquidity requirements; prohibits
unsound dividends by banks; enforces Servicemembers 
Civil Relief Act protecting U.S. military members against 
interest rates above 6% and vehicle repossessions)

Consumer Financial 
Protection Bureau (CFPB)

(examination for compliance 
with most federal consumer 

financial protection laws; 
automated overdraft payment 

regulation)

Enforcement of Federal Consumer Finance Laws. (1)Equal Credit Opportunity Act (prohibits 
discriminatory practices against credit applicants and customers on the basis of race, religion, 
national origin, sex, marital status, age; requires disclosure regarding consumer rights and the 

reasons credit applications were denied) (2)Home Mortgage Disclosure Act, (3) Fair Housing Act, 
(4) Electronic Fund Transfer Act, (5) Fair Credit Reporting Act (requires disclosure to consumers 

whose credit applications are not approved on the basis of a consumer credit report; requirements 
regarding  identity theft, privacy, and accuracy in credit reporting), and (6) Real Estate Settlement 

Procedures Act. 

Prohibits Unfair or Deceptive Practices. 
(1) Truth and Lending Act (requires 

disclosures to prospective purchasers in 
retail financing, including terms of 
repayment, amount financed, total 

finance charge, and annual percentage 
rate of interest and (2) Truth in Savings 

Act. 

Privacy and Information Security
(Gramm-Leach-Bliley Act requires confidentiality and safeguarding 

of consumer data and periodic notifications on privacy matters; 
various state and international laws govern the election, 
disclosure, use, and protection of non-public confidential 

information of Bank of America customers and employees)

International

Non-U.S. Regulators
(regulation of financial services 
entities by foreign governments, 
securities exchanges, prudential 

regulators, central banks, and other 
regulatory bodies)

U.S. Department of the Treasury
(FinCen: “know your customer data collection 

requirements / bank secrecy act recordkeeping 
and recording requirements / anti-money 

laundering regulation (including the patriot 
act); OFAC: restricted party transactions; and 

Treasury: economic sanctions)



Assets Under Management (AUM): Assets under management (AUM) is the 
total market value of the investments managed by a person or entity on 
behalf of clients. AUM fluctuates to reflect the flow of money in and out of a 
fund and the price performance of the assets. A fund's management fees 
and expenses are often calculated as a percentage of AUM. 

Cash Equity: In investing, cash equity is the common stock issued to the 
public and may also refer to the institutional trading of these shares.

Asset-Backed Securities (ABS): Securitization pools assets and repackages 
them into interest-bearing securities. Asset-backed securities (ABSs) are 
backed by auto loans, mobile home loans, credit card loans, and student 
loans.   
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ACH Network: The Automated Clearing House (ACH) network is an electronic 
funds transfer system used in the United States for processing various 
types of financial transactions. It facilitates the transfer of funds between 
bank accounts, enabling businesses and individuals to make payments, 
receive deposits, and perform other financial transactions electronically. The 
ACH network processes a wide range of transactions, including direct 
deposits, bill payments, person-to-person payments, business-to-business 
payments, and government payments such as Social Security benefits and 
tax refunds. Transactions initiated through the ACH network are typically 
settled within one to two business days, providing a convenient and efficient 
means of transferring funds while reducing the need for paper checks and 
manual processing. Nacha governs the ACH Network.

Alternative Investments: Refers to investing in financial assets that do not 
fall into one of the conventional investment categories, such as stocks, 
bonds, or cash. By contrast, most alternative investments are fairly illiquid 
and can include private equity, venture capital, private credit, hedge funds, 
managed futures, art and antiques, commodities, derivatives contracts, and 
real estate. Most alternatives are held by institutional investors or high-net-
worth individuals. 

Fine Art

Transportation

Bond: A bond is a fixed-income instrument that represents a loan made by 
an investor to a borrower (typically corporate or governmental). When 
companies or other entities need to raise money to finance new projects, 
maintain ongoing operations, or refinance existing debts, they may issue 
bonds directly to investors. The borrower (issuer) issues a bond that 
includes the terms of the loan, interest payments that will be made, and the 
time at which the loaned funds (bond principal) must be paid back (maturity 
date). The interest payment (the coupon) is part of the return that 
bondholders earn for loaning their funds to the issuer. The interest rate that 
determines the payment is called the coupon rate.  Bond credit quality 
refers to the risk associated with the bond. If the issuer has a poor credit 
rating, the risk of default is greater, and these bonds pay more interest. 
The Standard and Poor’s, Moody’s, and Fitch Ratings credit ratings 
agencies generate credit ratings  for a company and its bonds.
Investment Grade Bonds: These are very 
high-quality bonds. These typically include 
debt issued by the U.S. government and very 
stable companies, such as many utilities.

High-Yield Bonds: Also referred to as junk 
bonds, these bonds are not considered 
investment grade but are not in default. 
These bonds have a higher risk of default in 
the future and investors demand a higher 
coupon payment to compensate them for 
that risk.

Bond Funds: A bond fund invests in corporate, government, municipal 
bonds, or other debt instruments to create a steady stream of monthly, 
quarterly, or semi-annual interest income to investors.

Cash Sweep: Cash sweep refers to a process where excess cash balances in 
a brokerage or bank account are automatically transferred or "swept" into 
another investment or account to optimize returns or manage liquidity. 
Typically, cash sweep programs offer investors the option to automatically 
move uninvested cash from their brokerage accounts into higher-yielding
money market funds or other investment vehicles. This 
helps investors earn additional income on their idle 
cash while maintaining easy access to funds for trading 
or withdrawals. Cash sweep programs are commonly 
used by investors seeking to maximize returns on their 
cash holdings while minimizing administrative hassle.

Bank of America: Glossary

Convertible Bond: Convertible bonds are corporate bonds that can be 
exchanged for common stock in the issuer.

Credit Risk: Credit risk is the probability of a financial loss resulting from a 
borrower's failure to repay a loan. Essentially, credit risk refers to the risk 
that a lender may not receive the owed principal and interest, which results 
in an interruption of cash flows and increased costs for collection. Lenders 
can mitigate credit risk by analyzing factors about a borrower's 
creditworthiness, such as their current debt load and income. Interest 
payments from the borrower or issuer of a debt obligation are a lender's or 
investor's reward for assuming credit risk.

Discretionary Investment: An investment is discretionary if a third party is 
entitled to make investment decisions on the customer’s behalf. In non-
discretionary investments, the customer makes investment decisions based 
on his or his own ideas or those provided by an investment advisor.

Equity Derivatives: An equity derivative is a financial instrument whose value 
is based on the equity movements of the underlying asset. Investors can 
use equity derivatives to hedge the risk associated with taking long or short 
positions in stocks, or they can use them to speculate on the price 
movements of the underlying asset. Examples of equity derivatives include:

Equity Options: An equity option represents the right, but not the obligation, to buy or sell 
a stock at a certain price, known as the strike price, on or before an expiration date.

Equity Swaps: An equity swap is an exchange of future cash flows between two parties that 
allows each party to diversify its income for a specified period of time while still holding its 
original assets. An equity swap is similar to an interest rate swap, but rather than one leg 
being the "fixed" side, it is based on the return of an equity index.

Warrants: Warrants are similar to equity options, except warrants are issued by a specific 
company rather than an exchange.

Structured Notes: A structured note is a debt obligation that also contains an embedded 
derivative component that adjusts the security's risk-return profile. The return 
performance of a structured note will track both the underlying debt obligation and the 
derivative embedded within it. This type of note is a hybrid security that attempts to 
change its profile by including additional modifying structures, thus increasing the bond's 
potential return.

Futures (on individual securities, indices, or baskets of securities): Futures are derivative 
financial contracts that obligate parties to buy or sell an asset at a predetermined future 
date and price.

Collateralized Debt Obligation (CDO): A CDO is a structured financial 
product that pools together a diverse portfolio of corporate loans and 
packages them into different tranches with varying levels of risk and return. 
These loans are typically leveraged loans made to corporations with lower 
credit ratings. The CLO issuer then sells securities backed by these loan 
portfolios (i.e., asset-backed securities) to investors. The cash flows 
generated from the underlying loans, such as interest and principal 
payments, are used to pay interest and principal to the holders of the CLO 
securities. The structure of CLOs enables risk to be diversified across 
multiple loans, reducing the overall risk for investors. Additionally, CLOs 
offer potential for attractive returns, especially for investors willing to take 
higher levels of risk. However, they also carry risks, like credit risk 
associated with the underlying loans and market risk related to changes in 
interest rates and economic conditions. 

Certificate of Deposit (CD): A certificate of deposit (CD) is a type of savings 
account that pays a fixed interest rate on money held for an agreed upon 
period of time. Offered by both banks and credit unions, CDs differ from 
standard savings accounts in that CD funds must remain untouched for the 
entirety of their term—or the investor will incur a penalty. CDs usually pay a 
higher interest rate than savings accounts as an incentive for giving up
one’s withdrawal flexibility. Investors may invest 
in a financial institution’s proprietary CDs 
directly or acquire them via a third-party 
intermediary such as a broker-dealer (i.e., 
brokered CDs).

Equity: Equity is stock in a company that allows investors to share in the 
profits and growth of the firm. Equity is important because it represents the 
value of an investor's stake in a company, represented by the proportion of 
its shares. Owning stock in a company gives shareholders the potential for 
capital gains and dividends. Owning equity will also give shareholders the 
right to vote on corporate actions and elections for the board of directors. 
These equity ownership benefits promote shareholders' ongoing interest in 
the company.

Divestitures: A divestiture is the partial or full disposal of a business unit 
through sale, exchange, closure, or bankruptcy. A divestiture most 
commonly results from a management decision to cease operating a 
business unit because it is not part of a company's core competency. A 
divestiture may also occur if a business unit is deemed to be redundant 
after a merger or acquisition, if the disposal of a unit increases the sale 
value of the firm, or if a court requires the sale of a business unit to improve 
market competition. There can be several methods for structuring a 
divestiture, including:

Spinoffs:  A spinoff is a new and separate company that's created when a parent company 
distributes shares in a subsidiary or business division to the parent company 
shareholders. A parent company creates a spinoff expecting that it will be worth more as 
an independent entity than it was as part of the parent company. 

Split-Off: Split-offs are generally characterized as a Type D reorganization which requires 
adherence to Internal Revenue Code, Sections 368 and 355. Following these section 
allows for a tax-free transaction primarily because shares are exchanged which is a tax-
free event. In general, a Type D split-off also involves the transferring of assets from the 
parent company to the newly organized company.

A split-off includes the option for current shareholders of the parent company to exchange 
their shares for shares in the new company. Shareholders do not have to exchange any 
shares since there is no proportional pro rata share exchange involved. Oftentimes, the 
parent company will offer a premium in the exchange of current shares to the newly 
organized company’s shares to create interest and offer an incentive in the share 
exchange.

Federal Reserve Discount Window: The discount window is a central bank 
facility that offers commercial banks very short-term loans (often overnight). 
The Federal Reserve discount window is considered an instrument of 
monetary policy that allows eligible financial institutions to borrow money 
from the central bank to meet temporary shortages of liquidity caused by 
internal or external disruptions.

Federal Reserve System (Fed): The Fed is the central banking system of 
the U.S.. Established in 1913, the Fed is an independent agency established 
by Congress to operate as the central banking system of the U.S. and work 
within the framework of public policy objectives set by the government. It
functions as the (1) bank of the federal government 
and national banks, (2) conducts monetary policy (via 
influencing the supply of money) to promote stable 
prices, maximum sustainable employment, and 
moderate long-term interest rates (3) regulates 
national banks and other financial institutions, and (4) 
provides financial services to the government and 
financial institutions.

Exchange Traded Fund (ETF): An ETF, or exchange-traded fund, is a type 
of investment fund whose shares are traded on a stock exchange. ETFs 
experience price changes throughout the day as they are bought and sold. 
They offer investors a way to pool their money in a fund that makes 
investments in stocks, bonds, or other assets and, in return, to receive an 
interest in that investment pool. Unlike mutual funds shares, which are 
priced at the end of each trading day and can only be redeemed by the
fund, shares in ETFs are priced and can be bought and sold 
throughout the trading day. ETFs typically offer lower fees 
and more versatility than mutual funds, making them an 
attractive choice for many investors.

Federal Deposit Insurance Corporation (FDIC): The FDIC is an independent 
federal agency established in 1933 during the Great Depression to maintain 
stability and public confidence in the U.S. financial system by insuring 
deposits in banks and thrift institutions. The FDIC insures deposits up to the 
legal limit per depositor per insured bank, currently set at $250,000 per 
depositor per ownership category. In addition to deposit insurance, the 
FDIC monitors and addresses risks in the banking system, promotes 
promotes consumer protection, and manages 
receiverships of failed banks to minimize disruptions to the 
financial system.

Federal National Mortgage Association (Fannie Mae) and Federal Home 
Loan Mortgage Corporation (Freddie Mac): Established in 1938 and 1970, 
respectively, Fannie Mae and Freddie Mac are U.S. government-sponsored 
entities provide liquidity to the residential mortgage market by buying 
qualifying mortgage loans from larger commercial banks, pooling and 
securitizing them, and then offering and selling them on the open market to 
private investors seeking safe investments. Both Fannie Mae and Freddie 
Mac guarantee the payment of the underlying loan principal and interest. 
This “secondary mortgage market” has the effect of increasing the supply 
of money available for mortgage lending and new home purchases. In 
general, Fannie Mae tends to buy loans from larger commercial banks and 
lenders, and Freddie Mac buys loans from smaller banks or credit unions. 
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FINRA: In the U.S., the SEC has authorized the Financial Industry Regulatory 
Authority (FINRA), a self-regulatory organization, and the national stock 
exchanges to establish rules on trading securities and enforcing them. 
FINRA’s aim is to protect investors and ensure that the operations of the 
securities industry are done in fairness and honesty. There are more than
4,250 brokerage  firms and about 162,155 branch 
offices which all must be overseen by FINRA.

Fixed Income: Fixed income securities are financial instruments that 
preserve capital and provide investors with a steady stream of income in the 
form of interest payments over a specified period. Unlike stocks, which 
represent ownership in a company, fixed income securities represent loans 
made by investors to issuers, such as governments, corporations, or 
municipalities. These securities include bonds, notes, and CDs. The issuer 
promises to repay the principal amount borrowed (the face value) at 
maturity, along with periodic interest payments. Fixed income securities are 
classified based on their maturity, credit quality, and issuer type, and they 
offer varying levels of risk and return. 

Federal Funds Rate: The federal funds rate is the interest rate at which 
depository institutions (e.g., banks and credit unions) lend reserve balances 
to other depository institutions overnight on an uncollateralized basis. This 
tool is used by the Fed to regulate the economy. When the Fed wants to 
stimulate economic growth, it might lower the federal funds rate, making it 
cheaper for banks to borrow money, which encourages lending and 
investment. Conversely, if the Fed wants to slow down inflation or cool down 
an overheating economy, it might raise the federal funds rate, making 
borrowing more expensive and thus dampening spending and investment.

Federal Home Loan Banks (FHLBanks): The Federal Home Loan Bank Act 
of 1932 created the Federal Home Loan Bank system of government 
sponsored enterprises to encourage homeownership by providing a source 
of low-cost funds to member banks to be used for mortgage lending and 
community-related economic development. The system consists of 
11 FHLBanks, 6,500+ member financial institutions (i.e., thrift institutions, 
commercial banks, credit unions, and insurance companies), and the Office 
of Finance as fiscal agent. Each FHLBank is a separate, government-
chartered, member-owned corporation. A financial institution joins the
FHLBank district that serves the state where the 
institution's home office or principal place of business 
is located.

Green Bond: Green bonds are designated bonds intended to encourage 
sustainability and support climate-related or other special environmental 
projects. More specifically, green bonds finance projects aimed at energy 
efficiency, pollution prevention, sustainable agriculture, fishery and forestry, 
the protection of aquatic and terrestrial ecosystems, clean transportation, 
Global forex trading is dominated clean water, and sustainable
Water management. They also finance the cultivation of 
environmentally friendly technologies and climate change 
mitigation. Green bonds may come with tax exemptions and 
credits, making them a more attractive investment.

Global Systemically Important Bank (G-Sib): A G-Sib is a bank whose 
systemic risk profile is deemed so important that the bank’s failure would 
trigger a wider financial crisis and threaten the global economy. The Basel 
Committee has developed a formula for determining which banks are G-Sibs, 
deploying size, interconnectedness, and complexity criteria. National 
regulators subject G-Sibs to stricter prudential regulations of higher capital 
requirements, extra surcharges, or more stringent stress tests. 

Hedge Fund: A hedge fund is a pool of money that is invested in stocks and 
other assets. Hedge funds are generally more aggressive, riskier, and more 
exclusive than mutual funds. Their managers have freer rein to invest in a 
wide variety of assets and to use bolder strategies in pursuit of higher 
profits and are rewarded with much higher fees than mutual funds charge.

Index Fund: Index funds are investment funds that follow a benchmark 
index, such as the S&P 500 or the Nasdaq 100. When an investor puts 
money in an index fund, that cash is then used to invest in all the companies 
that make up the particular index, which gives the 
investor a more diverse portfolio than if he or she 
was buying individual stocks.

Insured Depository Institution (IDI): An IDI is any bank or savings 
association with some form of deposit insurance. All federally chartered 
banks and savings institutions are required by law to have FDIC coverage. 
The FDIC currently requires certain IDIs to submit a resolution plan every 
three years that describes the IDI’s strategy for a rapid and orderly 
resolution in the event of material financial distress or failure of the IDI.

Mutual Fund: Refers to an investment vehicle that pools money from many 
investors to purchase a diversified portfolio of stocks, bonds, or other 
securities. Managed by professional money managers, mutual funds aim to 
produce capital gains and income for the fund's investors. Each shareholder 
participates proportionally in the gains or losses of the fund. Mutual funds 
offer an affordable way for individuals to access a diversified, professionally 
managed portfolio. The value of a mutual fund is determined at the end of 
each trading day and is known as the net asset value (NAV), which is 
calculated by dividing the total value of all the securities in the portfolio by
the total number of the fund’s shares. Mutuals may 
not be sold on a market, like ETF.  Instead, to exit 
one’s investment, the investor must request the fund 
to redeem shares at the NAV at the close of business 
on the date of the request.  

Liquidity Risk: Liquidity risk refers to the potential difficulty an entity may 
face in meeting its short-term financial obligations due to an inability to 
convert assets into cash without incurring a substantial loss. This risk is 
inherent in both financial institutions and corporations, significantly 
impacting their operational and financial stability.

Liability-Driven Investing: LDI is a strategy commonly used by institutional 
investors like pension funds and insurance companies to match the assets 
in a portfolio with the liabilities or obligations of the investor, particularly in 
terms of timing and cash flow requirements. LDI portfolios are actively 
managed to adjust to market conditions, interest rates, and the investor’s 
liabilities, and this may involve rebalancing the portfolio, adjusting asset 
allocation, or hedging against specific risks.

Market Maker: Refers to a financial institution that facilitates trading in 
financial instruments by providing bid and ask prices in a security or asset. 
Market makers play a crucial role in ensuring market liquidity by standing 
ready to buy or sell securities at publicly quoted prices. They typically 
operate in markets for stocks, bonds, currencies, and derivatives. Their key 
functions include (1) ensuring there are always prices available for traders 
to buy or sell securities, even in volatile market conditions, (2) helping 
stabilize prices by absorbing excess supply or demand through their trading 
activities, (3) managing their own inventory of securities to facilitate trading 
while minimizing their exposure to market risks, and(4) earning profits from 
the bid-ask spread—the difference between the price at which they buy 
and sell securities.

Market Risk: Market (systemic) risk is the possibility that an individual or 
other entity will experience losses due to factors that affect overall 
performance of investments in financial markets. Market risk affects the 
performance of the entire market simultaneously. It may arise due to 
changes to interest rates, exchange rates, geopolitical events, or 
recessions. Conversely, specific risk, or unsystematic risk, involves the 
performance of a particular security and can be mitigated through 
diversification.

Private Equity: Refers to a collective form of investment in which capital is 
provided by high-net worth private individuals, institutional investors, or 
firms to acquire, invest in, or provide funding to privately held companies. 
These investments are typically not publicly traded on stock exchanges. 
Private equity investors often take an active role in the management and 
growth of the companies they invest in, aiming to improve their profitability 
and value. They may seek to achieve returns through various strategies, 
such as buyouts, venture capital, or mezzanine financing. Private equity 
investments are typically illiquid and involve a longer investment horizon 
compared to publicly traded stocks or bonds.

Private Credit: Refers to a type of debt financing where non-traditional 
lenders, such as private equity firms, hedge funds, or specialized credit 
funds, provide loans or credit to companies that may not easily access 
capital from traditional banks or public debt markets. These loans can take 
various forms, including direct lending, mezzanine financing, or distressed 
debt investments. Private credit often involves higher interest rates and 
more flexible terms compared to conventional bank loans, making it 
attractive for borrowers in need of customized financing solutions. Investors 
in private credit seek to generate returns through interest payments and 
potential capital appreciation while taking on varying degrees of credit risk.

Net Asset Value: The NAV is calculated at the end of each trading day 
based on the closing market prices of a mutual funds’ securities portfolio. 
This value determines the price at which investors buy and sell shares in the 
fund. While ETFs also have a NAV, they differ from mutual funds in that ETFs 
are traded throughout the day on stock exchanges at market prices that 
can differ from the NAV. 

Opportunistic: Refers to an investment strategy to take advantage of 
opportunities as they arise, often in a situation where conditions are 
favorable or a chance for gain exists.

Money Market Funds: Money market funds invest in 
instruments such as cash, cash equivalent securities, 
and high-credit-rating, short-term debt-based securities 
(e.g., U.S. Treasuries) to offer investors high liquidity 
with a low level of risk.

Public Stock Offerings: A public offering is the sale of equity shares or other 
financial instruments such as bonds to the public in order to raise capital. 
The capital raised may be intended to cover operational shortfalls, fund 
business expansion, or make strategic investments. The financial 
instruments offered to the public may include equity stakes, such as 
common or preferred shares, or other assets that can be traded like bonds. 
The SEC must approve all registrations for public offerings of corporate 
securities in the United States. An investment underwriter usually manages 
or facilitates public offerings.

Initial Public Offering (IPO): An initial public offering (IPO) is the first time a private 
company issues corporate stock to the public. Younger companies seeking capital to 
expand often issue IPOs, along with large, established privately owned companies looking 
to become publicly traded as part of a liquidity event.  In an IPO, a very specific set of 
events occurs, which the selected IPO underwriters facilitate: (1) An external IPO team is 
formed, including the lead and additional underwriter(s), lawyers, certified public 
accountants (CPAs), and SEC experts; (2) information regarding the company is compiled 
in the company prospectus, including its financial performance, details of its operations, 
management history, risks, and expected future trajectory; (3) the financial statements are 
submitted for an official audit; and (4) the company files its prospectus with the SEC and 
sets a date for the offering.

Secondary Offering: A secondary offering is when a company that has already made an 
initial public offering (IPO) issues a new set of corporate shares to the public.

SBIC Funds: Small Business Investment Company (SBIC) funds are privately 
managed investment funds licensed by the U.S. Small Business 
Administration (SBA) to provide financing and equity capital to small and 
medium-sized enterprises (SMEs). These funds operate with a dual mission: 
to generate attractive returns for their investors while also fostering the 
growth and development of small businesses. SBIC funds typically focus on 
providing long-term financing, including debt and equity investments,
to support a variety of business activities such 
as expansion, acquisitions, working capital, and 
management buyouts.

Mortgage-Backed Securities (MBS): Mortgage-backed securities (MBS) are 
investment products similar to bonds. Each MBS consists of a bundle of 
home loans and other real estate debt bought from the banks that issued 
them. Investors in mortgage-backed securities receive periodic payments 
similar to bond coupon payments.  The investor who buys an MBS is 
essentially lending money to home buyers. An MBS is as safe as the 
mortgage loans that back it up. There are two types of MBSs:

Pass-Throughs: Pass-throughs are structured as trusts in which mortgage payments are 
collected and passed through to investors. They typically have stated maturities of five, 15, 
or 30 years. The life of a pass-through may be less than the stated maturity depending on 
the principal payments on the mortgages that make up the pass-through.

Collateralized Mortgage Obligations (CMO): CMOs consist of multiple pools of securities, 
known as slices or tranches. The tranches are given credit ratings, determining the rates 
returned to investors. Tranches within an MBS can have different credit risk profiles.

Margin Lending: Refers to using borrowed funds from a broker to trade a 
financial asset, which forms the collateral for the loan from the broker. The 
collateralized loan comes with a periodic interest rate that must be paid. 
The investor is using borrowed money, and thus, both the losses and gains 
will be magnified. Margin trading can be advantageous in cases where the 
investor anticipates earning a higher rate of return on the investment than 
what they are paying in interest on the loan. 

Securities Lending:  Refers to the practice of loaning shares of stock, 
commodities, derivative contracts, or other securities to other investors or 
firms. It requires the borrower to put up collateral, whether cash, other 
securities, or a letter of credit.  When a security is loaned, the title and the 
ownership are also transferred to the borrower. A loan fee is charged by a 
brokerage to a client for borrowing shares, along with any interest due 
related to the loan. The loan fee and interest are charged pursuant to a 
Securities Lending Agreement that must be completed before the stock is 
borrowed by a client. Holders of securities that are loaned receive a rebate 
from their brokerage. Securities lending provides liquidity to markets, can 
generate additional interest income for long-term holders of securities, and 
allows for short-selling.

SIPC:  The Securities Investor Protection Corporation is a federally 
mandated, non-profit, member-funded, U.S. government corporation 
created under the Securities Investor Protection Act of 1970 that mandates 
membership of most US-registered broker-dealers. It protects customers if
their brokerage firm fails, which is rare. If it 
happens, SIPC protects the securities and cash in 
client brokerage accounts up to $500,000.

Securitize: The process of converting assets, like loans or receivables, into 
securities that can be traded on financial markets.  This process allows 
financial institutions to package and sell these securities to investors, thus 
converting illiquid assets into tradable instruments.

SOFR: The Secured Overnight Financing Rate is a key interest rate 
benchmark for the U.S. financial markets (loans, bonds, and  derivatives). It 
represents the cost of borrowing cash overnight collateralized by Treasury 
securities. SOFR is based on actual transactions in the repurchase 
agreement (repo) market, providing a reliable and robust measure of short-
term borrowing costs. It was introduced as an alternative to 
LIBOR (London Interbank Offered Rate) due to concerns 
about LIBOR’s sustainability and reliability, especially after a 
manipulation scandal.

Short Selling: An investment or trading strategy speculating on a stock's 
decline or other security’s price. It is an advanced strategy that should only 
be undertaken by experienced traders and investors. Traders may use 
short selling as speculation, and investors or portfolio managers may use it 
as a hedge against the downside risk of a long position in the same security 
or a related one.  In short selling, a position is opened by borrowing shares 
of an asset that the investor believes will decrease in value. The investor 
then sells these borrowed shares to buyers willing to pay the market price. 
Before the borrowed shares must be returned, the trader is betting that the 
price will continue to decline, and the trader can purchase the shares at a 
lower cost. The risk of loss on a short sale is theoretically unlimited since 
the price of any asset can climb to infinity.

Structured Securities: Refers to loan-backed securities that have been 
divided into two or more classes of investors where the payment of interest 
and/or principal of any class of securities has been allocated in a manner 
that is not proportional to interest and/or principal received by the issuer 
from the mortgage pool or other underlying securities. One example is a 
Collateralized Debt Obligation (CDO):

Creation: A financial institution, often an investment bank, creates a CDO. They pool 
together various debt instruments, such as mortgages, bonds, or loans, into different 
tranches or layers.

Tranches: CDOs typically have several tranches with varying levels of risk and return. 
These tranches are structured so that the higher-rated tranches are considered less risky, 
while the lower-rated tranches are riskier but offer potentially higher returns.

Payment Structure: The cash flows generated from the underlying debt instruments are 
used to make interest and principal payments to investors in the CDO. Each tranche 
receives payments in a specific order, with the most senior (least risky) tranches receiving 
payments first and the junior (riskier) tranches receiving payments later, if at all.

Credit Enhancement: To attract investors, CDOs often include credit enhancements, such 
as insurance or other guarantees, to provide additional protection to the higher-rated 
tranches.

Risk Distribution: By structuring the CDO with different tranches, the risk associated with 
the underlying debt is distributed among investors. This allows investors with varying risk 
appetites to participate in the CDO market

Complexity: CDOs can be highly complex, and assessing their true risk can be challenging, 
as they involve multiple layers of debt and interdependencies among different securities.

Syndicated Loans: Is a form of financing that is offered by a group of 
lenders. They arise when a project requires too large a loan for a single 
lender or when a project needs a specialized lender with expertise in a 
specific asset class. Syndicating allows lenders to spread risk and take part 
in financial opportunities that may be too large for their individual capital 
base. 

Zelle: Is a popular digital payments network in the U.S. that allows users to 
send and receive money quickly and securely directly from their bank 
accounts. Developed by Early Warning Services, LLC, Zelle enables users to 
transfer funds to friends, family, and businesses with just a few taps on their 
mobile device or computer. Transactions are typically processed instantly, 
or within minutes providing near real-time access 
to transferred funds. Zelle is integrated into many 
major banks' mobile banking apps, making it 
widely accessible to consumers.

Forex Trading: Refers to exchanging one currency for another to profit from 
the trade. The forex market (FX) is the world’s most traded market. Forex 
trading is how individuals, businesses, central banks and governments pay 
for goods and services in other economies. Whenever an individual buys a 
product in another currency, or exchanges cash to go on holiday, he or she 
is trading forex.  However, a significant proportion of forex trades aren’t for 
practical purposes; instead, speculative FX traders seek to profit from 
fluctuations in the exchange rates between currencies, speculating on 
whether one will go up or down in value compared to another.

Forex is traded in pairs, meaning that when an individual trades forex, he or 
she is exchanging one currency for another. When buying EUR/USD, for 
example, the trader is buying euros while selling the US dollar. If the 
euro strengthens against the dollar, the trader’s position will increase in 
value. If the euro weakens against the dollar, it will decrease in value. FX 
traders weigh up whether a currency looks likely to strengthen or weaken 
against another, then trade that pair accordingly.  Currency markets never 
decline in absolute terms – for one currency to go up, there will be others 
weakening against it. All currencies cannot go up at the same time. There is 
always going to be a winner and a loser.  Global forex trading is dominated 
by just ten banks, who are responsible for two-thirds of global volume. The 
five largest forex dealers are Deutsche Bank, UBS, Citi, Barclays, and 
JPMorgan.

 

SWIFT: The Society for Worldwide Interbank Financial Telecommunication 
system is a global messaging network used by financial institutions to 
securely and efficiently transmit information and instructions related to 
financial transactions. It provides a standardized means of communication 
for banks and other financial institutions worldwide, facilitating the transfer 
of funds, securities, and other financial messages. SWIFT messages contain 
information about the sender, recipient, and nature of the transaction, 
allowing for accurate and timely processing. The SWIFT system operates
24/7, enabling real-time communication and 
settlement of transactions across different time 
zones. SWIFT is used for international money 
transfers, foreign exchange transactions, trade 
finance, and other financial activities, serving as a 
vital infrastructure for the global financial system.


