‘ Financial Terms and Definitions

At Wright-Patt Credit Union® (WPCU®), we are here to help you learn how to save, spend, borrow and plan no matter
where you are on your Financial Flexibility and Freedom® journey. We've compiled a list of frequently used financial
terms using definitions from ConsumerFinance.gov to help you kickstart your journey and manage your money.

() SPEND:

- Debt to Income Ratio (DTI): All your monthly debt payments divided by your gross monthly income. This number
is one way that lenders measure your ability to manage the monthly payments to repay the money you are
planning to borrow.

+ Gross Income: Total pay before taxes and other deductions are taken out.

- Net Income: Amount of money you receive in your paycheck after taxes and deductions are taken out; also called
take-home pay.

+ Net Worth: The total wealth of a person, company, or household that includes both assets and liabilities. It is
calculated using the following formula:

o Net worth = assets - liabilities

SAVE:

Annual Percentage Rate (APR): The cost of borrowing money on a yearly basis, shown as a percentage.

« Annual Percentage Yield (APY): The rate of interest earned on an investment or savings account over the course
of a year.

- Certificate of Deposit (CD): A savings account from a bank or credit union that has a fixed maturity date/term and
a fixed interest rate.

« Compound Interest: When you earn interest on both the money you save AND the interest you've already earned.
- Dividend: A portion of a company'’s profit that is paid to shareholders.

+ Interest Rate: A percentage of a sum borrowed that is charged by a lender or merchant for letting you use its
money. A financial institution may also pay you an interest rate if you deposit money in certain types of accounts.

+ Liquidity: A measure of the ability and ease with which you can access and use your money. For example,
your savings account is considered liquid which means you can withdraw your money at any time without fines
or fees.

+ Money Market Deposit Account: Federally insured account at a financial institution that offers a higher rate of
interest than a traditional savings account.

- Share or Savings Account: An account at a bank (sometimes called a share savings account at a credit union) used
to set aside money and that pays you interest.
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@ BORROW:

- Cosigner: An individual who signs a loan, credit account, or promissory note of another person as support for the
credit of the primary signer and who becomes responsible for the debt obligation.

+ Credit Report: A summary of your credit activity and current credit situation. Lenders use these to help decide
whether to lend money. Other businesses can use this to decide whether to offer you insurance, rent to you, or hire
you for a job.

+ Credit Score: A number or “grade” based off of the information listed in your credit report. It is created from a
scoring model that uses information from your credit history.

+ Credit Utilization: The amount of credit a person has compared with the amount they've used. A healthy
recommendation for credit utilization is 30% or less.

- Mortgage: A loan used to buy a home or to borrow money against the value of a home you already own.

- Secured Credit Card: Typically requires a cash security deposit. The larger the deposit, the higher the credit limit.
These are often used to build credit history.

 Secured Loans: Loans in which a thing you own is used as collateral. If you can't pay back the loan, the lender takes
the collateral.

- Unsecured Loan: A loan that does not use property as collateral. Lenders consider these loans riskier, so they
charge a higher rate of interest.

PLAN:

« Maturity Date: The date that an investor’s investment is to be paid back in full in accordance with its agreement. A
certificate of deposit (CD) contains a maturity date provision obligating the financial institution to repay an investor
the sum invested plus interest on a specified date.

« Principal: In the lending context, principal is the amount of money that you originally received from the lender and
agreed to pay back on the loan with interest. In the investment context, it is the amount of money you contribute
with the expectation of receiving income.

+ Spoofing: When a caller disguises the information shown on your caller ID to appear as though they are calling as a
certain person or from a specific location.

« Term: A fixed or limited period of time for which something lasts or is intended to last (for example, a five-year loan,
a three-year certificate of deposit, a one-year insurance policy, a 30-year mortgage).

Source: ConsumerFinance.gov

For additional tools, worksheets and resources, visit WPCU.coop/Education.
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