
COMMON SAVING & INVESTING TERMS 
 
 
401(k) Plan 
 An employer sponsored, tax deferred, retirement plan. It uses pre-tax contributions from 

an employee’s regular compensation to invest for that employee in a number of possible 
financial instruments. Some companies will match investments. 

 
APY 
 Annual percentage yield (also known as Effective Yield). The interest rate received from 

an investment, taking into account how often the interest is paid (compounded). 
 

Daily APY 
 Annual percentage yield received if your investment is compounded daily.  
Monthly APY 
 Annual percentage yield received if your investment is compounded monthly. 
Quarterly APY 
 Annual percentage yield received if your investment is compounded quarterly. 
Yearly APY 
 Annual percentage yield received if your investment is compounded yearly. 

 
CD (Certificate of Deposit) 
 An insured bank product that pays a fixed rate of interest (for example, 5%) for a 

specified period of time. 
 
Compound Interest 
 Interest on an investment's interest, plus previous interest. The more frequently this 

occurs, the sooner your accumulated interest will generate additional interest.  
 
Hi Yield Fund 
 A mutual fund that invests primarily in lower-rated bonds.  
 
Interest Rate 
     The annual interest rate for your investment. The actual rate of return is largely 

dependent on the type of investments you select. 
 
Investment  
 Outlay of money in the hope of realizing a profit. 
 
Investment Amount 
    The amount of your initial investment. 
 
Investment Assets 
 Tangible or intangible items obtained for producing additional income or held for 

speculated increase in value. 
 
IRA (Individual Retirement Account) 
 A retirement savings plan that allows individuals to save for retirement on a tax-deferred 

basis.  
 
Money Market Account 
 A bank deposit that pays interest and allows a saver to withdraw money at will, often by 

writing checks. 



 
Mutual Fund 
 A pooled investment vehicle; its securities are managed for a fee by a professional 

investment group. 
 
Savings Account 
 An account established at a bank or credit union for storing money. Interest is paid on 

deposited money, and withdrawals can be made by visiting a bank teller or by using an 
ATM card if that service is available. Minimum deposit amounts may be required in order 
to avoid fees.  

 
Simple Interest 
 Interest compounded on the principal only.  
 
Years 
 Number of years for this investment. 
 
 
 
 
 


