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Financial Terms: 
 

 

 

Valuation Terms 

 

 

Market Capitalisation 
1. Market Capitalisation, often abbreviated as "Market Cap," is a 

fundamental financial metric used to evaluate a company's size and 

overall market value.  

 
2. It is calculated by multiplying a company's current stock price 

by the total number of outstanding shares. The result represents the 

total market value of all outstanding equity of the company. 

3. Market Cap is an important indicator for investors and analysts 

to assess a company's relative size and its position in the financial 

markets. It helps in comparing companies within the same industry 

and making investment decisions based on their market value. 
 

 

PE Ratio (Price-to-Earnings Ratio) 
1. The PE Ratio is a valuation metric used to assess the relative 

attractiveness of a company's stock by comparing its current 

market price per share to its earnings per share (EPS). 

2. It is calculated by dividing the current market price of one share 

of the company's stock by its earnings per share (EPS) for a 

specific period, usually the last four quarters or the last twelve 

months. 

3. The PE Ratio provides insights into how much investors are 

willing to pay for each dollar of the company's earnings. A higher 

PE ratio suggests that investors are willing to pay a premium for 

the company's earnings growth potential, while a lower PE ratio 

may indicate a lower growth expectation or undervaluation of the 

stock. However, it's essential to consider other factors and compare 

PE ratios within the industry before making investment decisions. 

 

 

 

 

 



 

 

 

 

 

Earnings per Share (EPS) 

 
 

1. Earnings per Share (EPS) is a financial metric that measures the 

profitability of a company and represents the portion of a company's profit 

allocated to each outstanding share of its common stock. 
2. EPS is a crucial indicator for investors and analysts as it provides insights 

into a company's profitability on a per-share basis. It helps in comparing the 

earnings performance of different companies and assessing their relative 

financial strength and potential for growth. Higher EPS is generally preferred 

by investors, indicating more significant profitability and potentially higher 

dividends per share. 

 

ROIC (Return on Invested Capital) 
1. Return on Invested Capital (ROIC) is a financial metric used 

to evaluate the efficiency and profitability of a company's 

investments in both debt and equity. 
2. It measures the company's ability to generate returns on the 

capital invested in its operations, including both equity from 

shareholders and debt from lenders. 
3. ROIC is calculated by dividing the company's net operating 

profit after taxes (NOPAT) by its total invested capital, which 

includes both equity and long-term debt. 
ROIC is a crucial measure for investors and analysts to assess 

how effectively a company is utilizing its invested capital to 

generate profits. A higher ROIC generally indicates better 

efficiency and more effective capital allocation, making the 

company more attractive to investors. 
 

Working Capital Ratio 
1. The Working Capital Ratio, also known as the Current Ratio, 

is a financial metric used to assess a company's short-term 

liquidity and its ability to meet current obligations. 

2. It is calculated by dividing the company's current assets by its 

current liabilities. 

3. The Working Capital Ratio helps determine whether a 

company has sufficient short-term assets (e.g., cash, accounts 

receivable) to cover its short-term liabilities (e.g., accounts 

payable, short-term debts). A ratio above 1 indicates that the 

company has more current assets than current liabilities, which is 

generally considered healthy and indicates good short-term 

financial health. 

 

 

 



 

 

Dividend Payout Ratio 

1. The Dividend Payout Ratio is a financial metric that measures 

the proportion of earnings paid out to shareholders in the form of 

dividends. 

2. It is calculated by dividing the total dividends paid by the 

company during a specific period by its net income or earnings for 

the same period. 

3. The Dividend Payout Ratio indicates the percentage of earnings 

that the company distributes to its shareholders as dividends. A 

higher ratio suggests that the company is returning a larger portion 

of its profits to shareholders as dividends, while a lower ratio 

indicates that the company is retaining more earnings for 

reinvestment or other purposes. The ratio is often used by investors 

to assess a company's dividend policy and sustainability. 

 

 

 
 

Net Present Value (NPV) 

 
1. Net Present Value (NPV) is a financial metric used to evaluate the 

profitability of an investment or a project. 
2. A positive NPV indicates that the investment is expected to generate more 

cash inflows than the initial investment cost, making it financially viable. 

Conversely, a negative NPV suggests that the investment may not be 

economically favorable. NPV is a fundamental tool in capital budgeting and 

decision-making processes for businesses and investors. It helps in 

determining the potential value of an investment and comparing it with 

alternative opportunities. 

 

 

Dividend Discount Model (DDM) 

 
1. The Dividend Discount Model (DDM) is a valuation method 

used to estimate the intrinsic value of a stock based on its 

expected future dividends. 
2. It assumes that the value of a stock is the present value of all 

its future dividends, discounted back to the present time using 

an appropriate discount rate. 
3. The DDM is widely used by investors who focus on 

dividend-paying stocks and believe that dividends are a 

significant factor in determining the stock's value. It helps in 

determining whether a stock is undervalued or overvalued 

based on its expected dividend payments and the required rate 

of return. However, it is essential to note that the DDM is only 

suitable for stable dividend-paying companies, and other 

valuation models may be more appropriate for companies that 

do not pay dividends consistently. 



 

 

Financial Statements and Ratios 
 

Return on Investment (ROI) 

1. Return on Investment (ROI) is a financial metric used to evaluate 

the profitability and efficiency of an investment or business venture. 

2. It is calculated by dividing the net profit or gain from the investment 

by the initial cost of the investment and expressing the result as a 

percentage. 

3. ROI provides valuable insights into how effectively an investment 

is generating returns relative to its cost. A positive ROI indicates that 

the investment is yielding a profit, while a negative ROI implies a loss. 

ROI is a widely used performance measure by investors, businesses, 

and analysts to assess the success of investments and compare different 

investment opportunities. It helps in making informed decisions about 

capital allocation and resource management. 

 

 

 

EBITDA 

 

1. EBITDA is a financial metric that represents a 

company's operating profitability before accounting 

for interest expenses, income taxes, depreciation, 

and amortization.  

2. It is calculated by adding back interest, taxes, 

depreciation, and amortization to a company's 

operating profit (EBIT). 

3. EBITDA provides a clearer picture of a company's 

operational performance and profitability, excluding 

the impact of non-operational factors such as 

financing decisions and accounting practices.  

 

Debt to Equity Ratio 

1. The Debt-to-Equity Ratio is a financial ratio that measures the 

proportion of a company's total debt to its shareholders' equity. 

2. The Debt-to-Equity Ratio indicates the extent to which a 

company is financed by debt compared to its equity. A higher ratio 

suggests that the company is relying more on debt to finance its 

operations, which may increase financial risk. On the other hand, 

a lower ratio indicates a more conservative financial structure with 

a higher proportion of equity financing. The ratio is commonly 

used by investors and creditors to assess a company's leverage 

and financial risk before making investment or lending decisions. 



 

 

Cash Conversion Cycle (CCC) 

 

 

1. The Cash Conversion Cycle (CCC) is a financial metric 

that measures the time it takes for a company to convert its 

investments in inventory and other resources into cash 

flows from sales. 
 
2. It is calculated by adding the Days Inventory Outstanding 

(DIO) to the Days Sales Outstanding (DSO) and subtracting 

the Days Payable Outstanding (DPO) from the result. 

3. The CCC represents the average number of days it takes 

for a company to sell its inventory, collect payments from 

customers, and pay its suppliers. A shorter CCC is 

generally preferred, as it indicates that the company is 

efficiently managing its working capital and converting its 

resources into cash quickly. 

 

 

Golden Rules of Accounts 

 
1. The Golden Rules of Account are fundamental principles that 

form the basis of the double-entry bookkeeping system used in 

accounting. 

2. These rules guide how transactions are recorded in the 

accounting books to ensure that the accounting equation (Assets 

= Liabilities + Equity) remains in balance. 

3. The three Golden Rules are as follows: 

Debit what comes in and credit what goes out 
Debit the receiver and credit the giver.  

Debit all expenses and losses and credit all incomes and gains. 
 

 

Financial Markets and Trading: 

 

 

IPO (Initial Public Offering) 

 
1. An IPO is the first sale of a company's shares to the public, 

making it a publicly traded entity. 

2. It allows the company to raise capital by selling shares to 

institutional investors and the general public through a stock 

exchange. 

3. IPOs provide new investment opportunities and allow 

companies to access funds for expansion and growth. 



 

 

Bull Market    

 
 

1. Characterized by rising prices and investor optimism. 

2. Investors have confidence in the economy and expect 

continued growth. 

3. Provides opportunities for profit as asset prices increase. 

 

 

 

 

 

 

 

 

Bear Market 

 

 

1. Characterized by falling prices and investor pessimism. 

 
2. Investors are concerned about the economy and expect a 

downturn. 

 
3. Can be challenging for investors as asset prices decrease. 
 

 

 

Bonds 

 

 

1. Bonds are debt securities issued by governments, municipalities, 

or corporations to raise capital from investors. 
 
2. Investors who buy bonds are essentially lending money to the 

issuer and receive periodic interest payments (coupon payments) 

during the bond's term. 
 
3. At the end of the bond's term (maturity), the issuer repays the 

bond's face value (principal) to the bondholder. Bonds are 

considered relatively safer investments than stocks and can provide 

a fixed income stream. 
 

 

 

 



 

Mutual Funds   

 

 

1. Mutual Funds pool money from multiple investors to invest in a 

diversified portfolio of stocks, bonds, or other securities. 
 
2. They are managed by professional fund managers who make 

investment decisions on behalf of the investors. 

3. Mutual Funds offer a convenient way for investors to access a 

diversified investment portfolio with relatively small amounts of 

money. The risks and returns are shared among all the investors 

in proportion to their investments in the fund. 
 

 

 

Hedge Fund 

 
1. Hedge Funds are investment vehicles that pool capital from 

accredited or institutional investors to pursue a range of 

investment strategies. 

2. They employ diverse and often complex techniques, 

including long and short positions, derivatives, leverage, and 

arbitrage, with the goal of generating positive returns in both 

rising and falling markets. 

3. Hedge Funds cater to high-net-worth individuals and 

institutional investors and typically charge management and 

performance fees based on the fund's performance. While they 

offer the potential for higher returns, they also come with 

higher risk and limited regulatory oversight compared to 

traditional investment funds. 

 

 

ETF 

 
1. ETFs are investment funds that are traded on stock 

exchanges, similar to individual stocks. 

2. They are designed to track the performance of a specific 

index, sector, commodity, or asset class. 

3. ETFs provide investors with a convenient and cost-

effective way to gain exposure to a diversified portfolio of 

assets without the need to buy and manage individual 

securities. They offer liquidity, transparency, and flexibility 

in trading, making them popular among both individual and 

institutional investors. 

 

 



 

Short Selling 

 

1. Short Selling is a trading strategy in which an investor borrows 

shares of a security and sells them in the open market with the 

expectation that the security's price will decline. 

2. The investor aims to buy back the borrowed shares at a lower 

price in the future to return them to the lender, making a profit from 

the difference in price. 

3. Short selling allows investors to profit from falling prices and is 

often used as a hedge against existing long positions or to speculate 

on market downturns. However, it involves higher risk than 

traditional long investing because potential losses are unlimited if 

the security's price increases significantly instead of decreasing as 

expected. Short selling is subject to regulations and may not be 

available for all securities or in all markets. 

 

Arbitrage 

 

1. Arbitrage is a trading strategy that takes advantage of price 

differences for the same asset in different markets or at different 

times. 

2. Traders engaging in arbitrage simultaneously buy and sell the 

asset to profit from the price discrepancy, with little to no risk. 

3. The goal of arbitrage is to exploit inefficiencies in the market, 

bringing prices into equilibrium. As arbitrage opportunities are 

usually short-lived, traders must act quickly to capitalize on 

them. With advances in technology, automated trading systems 

have become common in executing arbitrage strategies. 

 

 

Capital Market Line (CML) 

 
1. The Capital Market Line (CML) is a graphical representation 

that depicts the relationship between expected return and risk for 

a portfolio of risky assets. 

2. The CML is a straight line that extends from the risk-free rate 

of return to the point of tangency with the efficient frontier, which 

represents the portfolio with the highest risk-adjusted return. 

3. The CML represents the ideal combination of risk and return 

for an investor seeking to build a diversified portfolio of risky 

assets and a risk-free asset, typically represented by government 

bonds. It helps investors in determining the optimal asset 

allocation to achieve their desired level of risk and return. The 

slope of the CML is known as the Sharpe ratio, which indicates 

the risk premium per unit of risk taken by the investor. 



 

 

High-Frequency Trading (HFT) 

 

 

1. HFT is a trading strategy that uses powerful algorithms to 

execute a large number of trades at very high speeds. 

2. The goal is to capitalize on small price discrepancies in the 

market and profit from rapid price changes. 
 
3. HFT is heavily reliant on technology and low-latency data 

connections, raising concerns about market stability and 

fairness. 
 

 

 

 

Stock Split 

 
1. A Stock Split is a corporate action in which a company divides 

its existing shares into multiple shares, effectively increasing the 

number of outstanding shares. 

2. The split does not affect the overall value of the company or 

the proportional ownership of existing shareholders, as the split 

is done in a way that maintains the total value of the shares. 

3. Stock splits are typically implemented to lower the stock's price 

per share, making it more affordable and attractive to a broader 

range of investors. It can also enhance liquidity and trading 

activity for the company's stock. Common stock split ratios 

include 2-for-1, 3-for-1, and 5-for-1, among others. 

 

 

Sunk Cost 

 

 
1. A Sunk Cost is an expense or investment that has been incurred 

and cannot be recovered, regardless of any future actions or 

decisions. 

2. Sunk costs should not be considered when making current or 

future business decisions, as they are irrelevant to the potential 

benefits or risks of those decisions. 

3. In business and economics, recognizing sunk costs helps prevent 

the "sunk cost fallacy," where individuals or organizations continue 

investing in a project or endeavor solely because they have already 

invested significant resources, even if the future expected returns 

are poor. By ignoring sunk costs, decision-makers can focus on 

maximizing future benefits and avoiding wasteful spending. 



 

 

LBO 

 
1. An LBO is a financial transaction where a company is 

acquired using a large amount of borrowed funds, along with 

a smaller portion of equity. 

2. Private equity firms or investor groups often use LBOs to 

acquire companies and potentially improve their 

performance before selling or taking them public. 
 
3. LBOs carry higher financial risk due to the significant 

debt involved in the acquisition. 

 

 

 

 

Financial Model and Theories  
 

 

Capital Asset Pricing Model (CAPM) 

 

1. CAPM (Capital Asset Pricing Model) is a 

financial model used to estimate the expected 

return of an investment based on its risk and 

the overall market's return. 
 

2. Risk and Return Tradeoff: CAPM 

suggests that investors are compensated for 

taking on additional risk in their investments. 

The model assumes that investors expect a 

higher return for bearing more systematic 

risk, which is the risk associated with the 

entire market rather than the risk specific to 

an individual investment. 

 

3. CAPM Formula: The CAPM formula is 

expressed as Expected Return = Risk-Free 

Rate + Beta * (Market Return - Risk-Free 

Rate). The risk-free rate represents the return 

on a risk-free asset (e.g., government bonds), 

the market return is the expected return of the 

overall market, and Beta measures the 

sensitivity of an investment's returns to the 

market returns. 

 

 

 

 



 

 

 

(EHM) 
 

1. The Efficient Market Hypothesis (EMH) is a theory in 

finance that suggests that financial markets are efficient and 

that asset prices fully reflect all available information. 

 

2. Three Forms of EMH (a) Weak form, which states that 

current market prices already incorporate all past trading 

information, including historical prices and trading volumes. 

(b) Semi-strong form, which extends the weak form to 

include all publicly available information, such as financial 

statements, news, and economic data. (c) The strong form 

posits that market prices reflect all public and private 

information. 

 

3. Implications: The EMH has several important 

implications for investors and financial professionals. It 

suggests that active stock picking and market timing 

strategies may not consistently lead to higher returns over 

the long term, as prices already reflect all available 

information.  

 

 

 

The Black-Scholes Model 

 
1. The Black-Scholes Model is a widely used 

financial model for valuing European-style 

options. 

2. Option Pricing Formula: The Black-Scholes 

Model provides a formula to calculate the fair 

market value of a European call or put option. It 

takes into account factors such as the current stock 

price, the option's strike price, the time until 

expiration, the risk-free interest rate, and the 

stock's price volatility. 

3. Assumptions: The model is based on certain 

assumptions, including the assumption that the 

underlying asset follows a geometric Brownian 

motion (constant volatility over time) and that 

there are no transaction costs or taxes. 

Additionally, it assumes that the risk-free interest 

rate and volatility of the underlying asset remain 

constant throughout the option's life. 

 

 

 

 



 

 

Monte Carlo Simulation 

 

1. Monte Carlo simulation is a statistical technique used 

to model and analyze complex systems or processes 

through random sampling and probability distributions. 

 

2. Random Sampling: Monte Carlo simulation involves 

generating random samples from probability 

distributions that represent uncertain variables in a 

model. These uncertain variables can be input 

parameters, such as market returns, interest rates, or 

project durations. 

 

3. Versatility: Monte Carlo simulation can be applied to 

various fields, including finance, engineering, project 

management, and risk analysis. It is particularly valuable 

in situations with multiple interrelated variables and 

uncertainty, where it can help in making informed 

decisions, optimizing processes, and assessing risks and 

opportunities. 

 

 

 

 

 

 

 

 

 

 

Corporate Finance and Management  
 

 

Merger & Acquisition  

1. Merger: A merger is a strategic business combination where two or more companies decide to unite and operate as a single entity. 

The purpose of a merger is to create a stronger, more competitive, and more efficient organization by pooling resources, market share, 

and expertise. 

2. Acquisition: An acquisition, also known as a takeover, is when one company acquires control over another company by purchasing a 

significant portion of its ownership, often a majority stake. 

3. Merger and Acquisition (M&A) Process: M&A activities involve several stages, including strategic planning, target identification, 

due diligence, negotiation, and integration. 

 

 

 

 

 



Weighted Average Cost of Capital 
 

1. The Weighted Average Cost of Capital (WACC) is a financial metric that represents the average cost of financing a company's 

operations. It considers the cost of debt, the cost of equity, and the proportion of each type of financing in the company's capital structure. 

2. Calculation: WACC is calculated by taking the weighted sum of the cost of equity and the cost of debt. The formula for WACC is: 

WACC = (E/V) * Re + (D/V) * Rd * (1 - T), where E is the market value of equity, V is the total market value of equity and debt, Re is 

the cost of equity, D is the market value of debt, Rd is the cost of debt, and T is the corporate tax rate. 

3. Significance: WACC is a crucial metric used to evaluate investment projects or assess the overall financial health of a company. It 

represents the minimum rate of return the company needs to earn on its investments to satisfy the expectations of its investors and 

lenders. 

 

 

Capital gain tax 

1. Capital gain tax is a tax imposed on the profits earned from the sale or disposal of capital assets, such as stocks, real estate, precious 

metals, or other investments. It is the tax applied to the difference between the selling price (proceeds) of the asset and its original cost 

(basis). 

2. Types of Capital Gains: 

Short-term Capital Gains: If the asset is held for one year or less before being sold, any profit from the sale is considered a short-term 

capital gain. Short-term capital gains are typically taxed at the individual's ordinary income tax rates, which can be higher than long-

term capital gains rates. 

Long-term Capital Gains: If the asset is held for more than one year before being sold, any profit from the sale is considered a long-term 

capital gain. Long-term capital gains are often taxed at lower rates than ordinary income tax rates, making them more tax-efficient. 

3. Tax Rates: The tax rates for capital gains vary depending on the individual's tax bracket and the type of asset being sold. In many 

countries, including the United States, the tax rates for long-term capital gains are usually lower than ordinary income tax rates, 

encouraging long-term investment. 

 

Capital adequacy Ratio 
 

1. The Capital Adequacy Ratio (CAR) is a key financial metric used to assess a bank's financial health and its ability to absorb potential 

losses. It measures the proportion of a bank's capital to its risk-weighted assets, indicating the bank's ability to meet unexpected losses 

or risks arising from its operations. 

2. Calculation: CAR is calculated by dividing a bank's capital (both Tier 1 and Tier 2 capital) by its risk-weighted assets. The formula 

for CAR is CAR = (Tier 1 Capital + Tier 2 Capital) / Risk-Weighted Assets. Tier 1 capital includes the core capital of a bank, such as 

common equity and retained earnings, which are the most stable and permanent sources of funding. Tier 2 capital includes supplementary 

capital, which is less stable than Tier 1 capital and provides additional loss absorption capacity. 

3. Regulatory Requirement: 

Regulators, such as central banks or financial authorities, set minimum CAR requirements to ensure the stability and safety of the 

banking system. Banks must maintain their CAR above the regulatory minimum to continue their operations. 

 

 



 

Divestiture 

1. Divestiture, also known as divestment, is the process by which a company sells, spins off, or otherwise disposes of a part of its 

business or assets. It involves reducing or eliminating a specific business unit, subsidiary, or investment from a company's portfolio. 

  2. Types of Divestitures: Full Divestiture, Partial Divestiture and Spin-off are the three types of divestitures. 

 

Banking and Risk Management  

 

Collateralized Debt Obligation 

1. A Collateralized Debt Obligation (CDO) is a complex structured financial product that pools together a diverse group of debt assets, 

such as mortgages, bonds, loans, or other debt instruments and repackages them into different tranches with varying levels of risk and 

return. 

2. Purpose: The primary purpose of CDOs is to redistribute and manage risk. By pooling various debt assets, CDOs provide investors 

with the opportunity to invest in a diversified portfolio of debt instruments, spreading risk across different loans and borrowers. 

Credit Default Swap 

1. A Credit Default Swap (CDS) is a financial derivative contract that allows investors to protect themselves against the risk of default 

on a particular debt instrument, such as a bond or loan, issued by a company or government entity. 

2. Function: In a CDS, the buyer (protection buyer) makes periodic payments to the seller (protection seller) in exchange for a promise 

to compensate the buyer in case of a credit event, such as a default or bankruptcy of the underlying debt issuer. 

3. Purpose: CDS allows investors to hedge against credit risk by providing insurance-like protection against the risk of default. Investors 

holding the underlying debt can buy CDS as a form of credit insurance to mitigate potential losses in the event of a default. 

 

Loan-to-Value Ratio 

1. The Loan Value Ratio (LTV) is a financial metric used by lenders to assess the risk of a loan by comparing the amount of the loan to 

the appraised value of the underlying asset or collateral. 

2. Calculation: LTV is calculated by dividing the loan amount by the appraised value of the asset and then multiplying by 100 to express 

it as a percentage. The formula for LTV is: LTV = (Loan Amount / Appraised Value) * 100. 

3. Significance: LTV is a critical factor for lenders when determining the risk associated with a loan. A higher LTV indicates that the 

borrower has less equity in the asset and may be at a higher risk of defaulting on the loan, as they have less to lose if the property's value 

decreases. 

 

 

 

 



 

General Financial Concepts  
 

Operating cycle 
 

1. The operating cycle is a financial metric that measures the time it takes for a company to convert its inventory into cash through the 

sale of goods or services and then use that cash to pay off its short-term liabilities, such as accounts payable. 

 

2. Components: The operating cycle consists of two main components which are the Inventory Conversion period and Receivables 

Collection Period.  

 

3. Importance: The operating cycle is crucial for assessing a company's efficiency in managing its working capital and cash flow. A 

shorter operating cycle indicates that a company can quickly convert its resources into cash, allowing for more frequent cash inflows 

and the ability to pay off short-term obligations promptly. 

Liquidity 

1. Liquidity refers to a company's ability to meet its short-term financial obligations promptly and without incurring significant losses. 

It measures the ease with which an asset can be converted into cash or used to settle liabilities. 

2. Importance: Liquidity is critical for a company's financial health and stability. Sufficient liquidity ensures that a company can pay its 

bills, meet its financial obligations, and handle unexpected expenses or economic downturns. 

3. Liquidity Ratios: Various liquidity ratios, such as the current ratio and the quick ratio (also known as the acid-test ratio), are used to 

assess a company's liquidity position. These ratios compare a company's current assets to its current liabilities and help evaluate its 

ability to meet short-term obligations. 

Real Interest rate 

1. The real interest rate, also known as the inflation-adjusted interest rate, represents the nominal interest rate (the rate quoted on a loan 

or investment) minus the rate of inflation. 

2. Calculation: The formula for calculating the real interest rate is: Real Interest Rate = Nominal Interest Rate - Inflation Rate. 

3. Significance: The real interest rate is a crucial metric for both borrowers and lenders. It indicates the actual purchasing power of the 

money borrowed or invested after accounting for the effects of inflation. 

 

 

Risk Tolerance  

1. Risk tolerance refers to an individual's or an investor's willingness and ability to endure fluctuations or losses in the value of their 

investments or portfolios. It reflects the level of risk an individual is comfortable taking to achieve their financial goals. 

2. Factors Affecting Risk Tolerance: Time Horizon, Financial Goals, Financial Situation and Knowledge and Experience are the factors 

that affect risk tolerance. 

3. Importance: Understanding risk tolerance is crucial for creating an investment portfolio that aligns with an individual's financial goals 

and comfort level. An investment strategy that does not match an individual's risk tolerance could lead to emotional decision-making 

during market fluctuations, potentially undermining long-term financial objectives. 

 



 

Purchasing Power Parity (PPP)  

1. Purchasing Power Parity (PPP) is an economic theory that states that, in the long run, exchange rates between two countries' currencies 

should adjust to equalize the prices of a basket of identical goods and services in both countries. 

2. Basis: PPP is based on the law of one price, which implies that identical goods should have the same price expressed in a common 

currency. 

3. Implications: PPP is often used to compare the relative value of currencies and assess whether a currency is undervalued or overvalued. 

If a currency is undervalued based on PPP, it suggests that the currency is relatively cheap compared to the other currency and could 

appreciate in the future. 

Blue chip stock  

1. Blue chip stocks refer to shares of large, well-established, financially stable, and reputable companies with a history of reliable 

performance and strong market presence. These companies are often leaders in their industries and have a track record of consistent 

earnings and dividend payments. 

2. Characteristics: Blue chip companies are typically industry leaders with substantial market capitalization. They are considered less 

risky than smaller or less-established companies, making them attractive to conservative investors seeking stable returns. 

3. Examples: Examples of blue-chip companies include major multinational corporations in industries such as technology, healthcare, 

finance, and consumer goods. 

Junk Bond  

1. Junk bonds, also known as high-yield bonds, are debt securities issued by companies with lower credit ratings. These bonds are 

considered riskier than investment-grade bonds and carry a higher probability of default. 

2. Characteristics: Junk bonds are issued by companies with weaker financial positions or lower creditworthiness. These companies may 

have higher levels of debt, limited cash flow, or face more significant business risks. 

3. Investment Implications: Junk bonds can appeal to investors seeking higher income potential and are willing to take on more risk. 

They may be suitable for investors with a higher risk tolerance or those looking to diversify their fixed-income portfolio. 

 

 

Forward Rate Agreement 

1. A Forward Rate Agreement (FRA) is a financial derivative contract that allows parties to lock in an interest rate for a future period. 

It is used to manage or hedge against interest rate risk. 

2. Function: In an FRA, two parties enter into an agreement to exchange cash flows at a future date based on a predetermined interest 

rate, known as the "forward rate." The forward rate is agreed upon at the beginning of the contract and remains fixed throughout the 

contract's duration. 

3. Purpose: FRAs are commonly used to hedge against interest rate fluctuations. For example, a company with an upcoming loan or 

debt issuance can enter into an FRA to lock in a fixed interest rate, ensuring predictable interest costs and protecting against potential 

increases in interest rates. 

 



 

Blue Sky Laws  
 

1. Blue Sky Laws are state-level securities regulations enacted to protect investors from fraudulent or deceptive practices in the sale of 

securities (stocks, bonds, and other investments) within a specific state. 

2. Purpose: Blue Sky Laws aim to ensure that securities being offered for sale in a particular state are legitimate and that investors 

receive adequate and accurate information about the investment. They seek to prevent fraudulent activities and promote fair and 

transparent dealings in the securities market. 

3. Features: Each state in the United States has its own Blue-Sky Laws, and they are typically administered and enforced by state 

securities regulators of securities commissions. Companies issuing securities must comply with the Blue-Sky Laws of each state where 

they offer or sell the securities to investors. The laws may require securities issuers to register their offerings, provide disclosure 

documents, and meet certain financial reporting requirements to protect investors. 

Employee Stock Option (ESO)  

1. An Employee Stock Option (ESO) is a form of employee compensation that grants employees the right to purchase shares of their 

company's stock at a predetermined price, known as the exercise or strike price, within a specific time frame. 

2. Purpose: ESOs are used as an incentive for employees to align their interests with those of the company's shareholders. By providing 

employees with the opportunity to own a stake in the company, employers aim to motivate and retain talented employees. 

3. Tax Implications: The tax treatment of ESOs varies based on the country and specific rules. In the United States, ESOs may be subject 

to ordinary income tax upon exercise and capital gains tax upon the subsequent sale of the shares. 

Assets 
Resources owned by a business or individual, such as cash, inventory, property, and equipment. 

 

Liabilities 
 Debts and obligations that a business or individual owes to others, such as loans, accounts payable, and accrued expenses. 

 

Equity 
The residual interest in the assets of a business after deducting liabilities. It represents the owners' stake in the company and is calculated 

as Assets - Liabilities. 

 

Revenue 
The income earned by a business from its primary operations, such as sales of goods or services. 

 

Expenses 
The costs incurred by a business to generate revenue, such as salaries, rent, utilities, and other operating expenses. 

 

Profit (or Net Income) 
 The difference between total revenue and total expenses. A positive profit indicates that revenue exceeds expenses, while a negative 

profit indicates the opposite. 

 

Loss 
The opposite of profit, where total expenses exceed total revenue. 

 

Balance Sheet 
 A financial statement that shows a company's assets, liabilities, and equity at a specific point in time, providing a snapshot of its financial 

position. 

 



Income Statement (or Profit and Loss Statement) 
 A financial statement that summarizes a company's revenues and expenses over a specific period, showing its profitability. 

 

Cash Flow Statement 
 A financial statement that shows the inflows and outflows of cash within a company over a specific period, indicating how cash is 

generated and used. 

 

Accounts Receivable 
The money owed to a company by its customers for goods or services sold on credit. 

 

Accounts Payable 
 The money a company owes to its suppliers for goods or services received on credit. 

 

Depreciation 

 The allocation of the cost of tangible assets over their useful life reflects the wear and tear and obsolescence of the assets. 

 

Accruals 
Recording revenues and expenses when they are earned or incurred, regardless of when the actual cash transaction takes place. 

 

Trial Balance 
 A listing of all the accounts in the general ledger with their respective debit or credit balances, is used to check the accuracy of 

accounting records. 

 

 

 

Roles and Opportunities in the  

Finance Domain 
 

1) Financial Analyst: 

Analyze financial data to identify trends, patterns, and performance metrics. 

Create detailed reports and presentations to assist businesses in making informed financial decisions. 

Provide insights on investment opportunities, cost reduction strategies, and financial risk assessment. 

  

2) Investment Banker: 

Advise companies on complex financial transactions, including mergers, acquisitions, and capital raising. 

Conduct detailed financial analysis to determine the valuation and potential risks of transactions. 

Develop and maintain relationships with clients, investors, and other stakeholders to facilitate deals. 

  

3) Portfolio Manager: 

Construct and manage investment portfolios tailored to clients' goals, risk tolerance, and time horizon. 

Monitor market conditions and economic trends to make timely adjustments to portfolio allocations. 

Provide regular performance updates and communicate investment strategies to clients. 



 4) Risk Manager: 

Identify and assess potential risks that could impact a company's financial stability. 

Develop risk management strategies and policies to mitigate potential threats. 

Monitor and report on the effectiveness of risk management measures, making recommendations for improvements. 

  

5) Corporate Finance Manager: 

Lead financial planning, budgeting, and forecasting processes to ensure optimal resource allocation. 

Analyze financial data to provide insights into the company's financial performance and suggest improvements. 

Collaborate with various departments to align financial strategies with overall business goals. 

  

6) Credit Analyst: 

Evaluate the creditworthiness of borrowers by analyzing financial statements and credit reports. 

Assess the level of risk associated with extending credit and recommend appropriate terms and limits. 

Provide recommendations on credit approvals, terms, and risk mitigation strategies. 

  

7) Wealth Manager: 

Develop personalized financial plans for high-net-worth clients based on their financial goals and risk tolerance. 

Offer comprehensive investment strategies, tax planning, and estate planning services. 

Monitor and adjust client portfolios to ensure alignment with changing market conditions and client objectives. 

  

8) Financial Consultant: 

Provide expert financial advice to individuals and businesses, addressing specific financial challenges and goals. 

Develop customized financial plans, encompassing budgeting, retirement planning, investment strategies, and more. 

Stay updated on market trends, regulatory changes, and financial products to offer the most relevant guidance. 

 

9) Financial Controller: 

Oversee the preparation of accurate and timely financial statements and reports. 

Monitor internal controls to ensure compliance with accounting standards and regulations. 

Manage financial audits and work closely with external auditors to ensure accurate financial reporting. 

  

 

 

 



10) Insurance Manager: 

Design and manage the organization's insurance programs to protect against potential risks and liabilities. 

Evaluate insurance policies, negotiate terms, and ensure proper coverage for various business operations. 

Analyze claims data and recommend strategies to minimize risks and control insurance costs. 

  

11) Equity Analyst: 

Research and analyze stocks to provide investment recommendations to clients or internal stakeholders. 

Stay updated on industry trends, company performance, and market news to inform stock analyses. 

Create detailed reports and presentations outlining investment theses and potential risks. 

  

12) Internal Audit Analyst: 

Conduct thorough reviews of financial records, internal controls, and operational processes to ensure accuracy and 

compliance. 

Identify areas for process improvements and recommend solutions to enhance efficiency and risk management. 

Provide assurance to management that financial reporting and operations are in line with established policies and standards. 

  

13) Financial Planning & Analysis Analyst: 

Develop financial plans, budgets, and forecasts to guide the organization's strategic decision-making. 

Analyze variances between actual and projected financial performance, offering insights and recommendations. 

Collaborate with cross-functional teams to provide financial support and insights for business initiatives. 

  

14) Risk Advisory Corporate Treasury Assistant Manager: 

Assist in managing financial risks related to treasury operations, such as foreign exchange, interest rates, and liquidity. 

Support the development and implementation of risk management strategies to safeguard the company's financial assets. 

Monitor and report on treasury-related risks and provide recommendations for optimizing cash management. 

 

15) Manager Budgeting & Planning: 

Lead the budgeting and planning process, coordinating with various departments to set financial targets and priorities. 

Analyze budget variances and provide insights to help align financial performance with strategic goals. 

Develop financial models and scenarios to support long-term planning and decision-making. 

  

 

 

 



16) Chief Financial Officer: 

Oversee all financial functions of the company, including accounting, financial planning, and treasury operations. 

Provide strategic financial guidance to the executive team and board of directors to drive business growth. 

Ensure compliance with financial regulations, manage investor relations, and make key financial decisions. 

  

17) Accountant: 

Record and analyze financial transactions, ensuring accuracy and adherence to accounting principles. 

Prepare financial statements, including balance sheets, income statements, and cash flow statements. 

Assist in financial audits, tax preparation, and compliance with regulatory requirements. 

  

18) Hedge Fund Manager: 

Develop and implement investment strategies to achieve target returns for hedge fund investors. 

Analyze market trends, economic indicators, and financial data to make informed investment decisions. 

Manage risk exposure and portfolio diversification to optimize returns while minimizing potential losses. 

  

19) Quantitative Analyst (Quant): 

Develop mathematical models and algorithms to analyze financial markets and predict price movements. 

Conduct statistical analyses and back-testing to validate and refine trading strategies. 

Collaborate with traders and investment teams to provide quantitative insights and support for trading decisions. 

  

20) Venture Capitalist: 

Identify and evaluate early-stage companies with high growth potential for investment opportunities. 

Provide funding, mentorship, and strategic guidance to portfolio companies to help them scale. 

Monitor portfolio company performance and actively participate in key strategic decisions. 

  

21) Insurance Underwriter: 

Assess insurance applications and determine coverage, terms, and premiums based on risk assessment. 

Analyze data, market trends, and loss ratios to make informed underwriting decisions. 

Develop and maintain relationships with insurance brokers and clients to facilitate insurance transactions. 

  

 

 

 



22) Quantitative Trader: 

Utilize mathematical models and data analysis to identify and execute trading opportunities. 

Develop algorithmic trading strategies to capitalize on market inefficiencies and trends. 

 

 

Free Courses to get certifications 

 
1. Introducing the financial markets. 

You’ll discover how each market operates, what drives it, and most 

importantly how you might capitalize on movements. 

https://www.ig.com/en/learn-to-trade/ig-academy/introducing-the-

financial-markets 
 2. How Does Trading Work? 

In this course will give you some key insights into the 

mechanisms of the trading world. Starting with who’s who: 

the people who make things happen and how you’re 

connected with them. Then they take a look at market prices, 

showing you how they work, before finally explaining why 

even falling prices can create exciting trading opportunities. 

 https://www.ig.com/en/learn-to-trade/ig-academy/how-

trading-works 

 

3. Basics of Technical Analysis 

Technical analysis can help you make sense of the way investor 

behaviour drives market prices. In this course, we show you how 

to start using charts to forecast which way a market might move. 

 https://www.ig.com/en/learn-to-trade/ig-academy/the-basics-of-

technical-analysis 

4. Trading Psychology 

Psychology can have a surprisingly powerful influence on your 

success as a trader. In this course you’ll learn how to recognise 

when your feelings are getting in your way, damaging your 

judgement or driving you to trade in a way you shouldn’t.  

 https://www.ig.com/en/learn-to-trade/ig-academy/trading-

psychology 
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5. Fundamental Analysis 

Fundamental analysis can help you in your search. In this course, 

we'll explain how you can apply its methods to drill down 

through layers of information and uncover the markets with a 

potential value that others may not have spotted. 

https://www.ig.com/en/learn-to-trade/ig-academy/fundamental-

analysis 

6. Introduction to International Trade 

Learn about international trade and how it helps develop the 

world’s different economies in this free commerce course. 

This certificate course in international trade will give you a broad 

view of what international trade entails as well as the important 

factors that affect it. It will help you understand how countries of 

the world participate in foreign trade and the factors that affect a 

country's decisions when trading internationally. 

https://alison.com/course/introduction-to-international-trade 

  

7. Day Trading Strategies 

Learn the skills and techniques for trading on the stock market 

and day trading strategies in this free online course. 

https://alison.com/course/day-trading-strategies 

8. Essential Career Skills for Investment Banking and 

Finance 

This course will improve your financial literacy. You will learn 

about the different sectors and sub-sectors across the financial 

industry. In addition to industry jargon, you will also learn how 

hiring decisions are made and the strategies to control the 

narrative and tell your story in the most compelling way 

possible. 

https://www.classcentral.com/course/edx-essential-career-

skills-for-investment-banking-and-finance-13638 

9. Corporate Finance and Valuation Methods 

Develop an understanding of how the key principles of project 

analysis, budgeting, and valuation decide a firm's optimal capital 

structure. 

 

This professional certificate is comprised of the following courses: 

Fundamental of Financial Mathematics and Capital Budgeting 

Cost of Capital 

Discounted Cash Flow (DCF) and Other Valuation Methodologies 

Pricing and Applications in Capital Budgeting and Corporate 

Finance. 

Corporate Funding Alternatives and Financing Strategies 

https://www.classcentral.com/course/nyif-corporate-finance-and-

valuation-methods-18349 
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10. Finshiksha Boot Camp 

Introduction to Financial Statements 

 - Introduction to Financial Markets 

 - Knowledge Series Sessions 

These are introductory courses in Finance, that aim to give 

you a good solid understanding of some key concepts of 

Finance. 

This Finance course for beginners is an introduction to the 

world of finance. It is designed for individuals who have little 

to no knowledge of the financial markets and wish to learn the 

basics of financial management and planning.  

https://finshiksha.com/courses/finshiksha-finance-bootcamp/ 

  

 11. J.P. Morgan Investment Banking: This Virtual Experience 

Program helps you to explore life as an investment banker at J.P. 

Morgan and obtain valuable analytical skills required to drive your 

career in the direction you want it to go. 

https://www.theforage.com/virtual-

internships/prototype/YD2kY95RQxQtXxFTS/JPM-IB-Virtual-

Experience-Program#lp 

  

 

 

12. Finance by City Bank: Finance serves as a critical business 

partner to groups across the firm and enables Citi’s leaders to make 

well-informed decisions in support of our business objectives.    

https://www.theforage.com/virtual-

internships/prototype/Cf35qdHjFPqLFRhgy/Finance#lp 

  

 

 

13. Corporate Tax by pwc: PwC Virtual Case Experience in Corporate 

Tax shows you what we do, we cover all aspects of corporate tax strategy 

and execution including tax advice, tax risk, mergers & acquisitions, 

international compliance or digital processes. 

https://www.theforage.com/virtual-

internships/prototype/aiwcEMsW2KExMQ7k7/PwC-Corporate-Tax-

Virtual-Case-Experience 
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14. Quantitative Research by J.P Morgan Chase & Co.: During this program, you will get the opportunity to step into 

the shoes of a JPMorgan Chase team member and complete tasks that replicate the work that our QR team does every day. 

You’ll learn key skills in data analysis, programming, and financial mathematics. 

https://www.theforage.com/virtual-internships/prototype/bWqaecPDbYAwSDqJy/Quantitative-Research?new=null#lp 

  

15. Equity Trading Fundamentals (CFI X Amplify ME): In this course, with the help of Amplify Trading, we will 

explore how securities are traded and how orders are executed. We will also see who the market participants are, what 

spreads are, learn trading tools such as Refinitiv, what liquidity is, how price discovery works, and finish up with a trading 

simulation from Amplify. 

https://corporatefinanceinstitute.com/course/equity-trading-fundamentals-cfi-x-amplify-trading/ 

  

16. Audit a Financial Model with Macabacus Overview: This course will show you how to use Macabacus to efficiently 

audit a financial model. 

https://corporatefinanceinstitute.com/course/financial-model-auditing/ 

  

17. Corporate Finance Fundamentals: This introduction to corporate finance course will give an overview of all the key 

concepts you need for a high-powered career in investment banking, equity research, private equity, corporate development, 

financial planning & analysis (FP&A), treasury, and much more. 

https://corporatefinanceinstitute.com/course/corporate-finance-fundamentals/ 

  

18. Math Fundamentals for Capital Markets Overview: This course builds a solid mathematics foundation for a capital 

markets career. You will learn different topics on applied math to help you understand many finance concepts. This course 

covers simple and compound interest, future and present value, nominal and effective rates, annuity, DCF, and NPV. 

https://corporatefinanceinstitute.com/course/math-fundamentals-for-capital-

markets/#:~:text=Math%20Fundamentals%20for%20Capital%20Markets%20Overview,-

This%20course%20builds&text=You%20will%20learn%20different%20topics,annuity%2C%20DCF%2C%20and%20N

PV. 

  

19. Pre-MBA Statistics by IIM A: This course introduces you to some aspects of descriptive and inferential statistics. You 

will learn to distinguish between various data types and describe the operations that you can execute with each type of data 

and the right tools to use. 

https://online.iima.ac.in/course/course-v1:IIMA+PQM101x+1/ 

  

20. Risk Management and Insurance Planning: Protect your clients’ financial plans by preparing for the future - establish 

safety nets and mitigate the financial impact of risks using insurance products. 

 

https://corporatefinanceinstitute.com/course/risk-management-insurance-planning/ 
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Companies for Finance Roles In IIMV  

 
 

Companies

KPMG

EY

ICICI Bank

ICICI Lombard

Deloite

Anandrathi 
private 
limited

HSBC

ICICI Bank

IDFC first 
Bank

Kredx

State street

SBI Capital 
market

Tresvista

Invesco

Yes bank

Mahindra 
Finance

AU Small 
finance bank

ESAF Small 
Financebank

Parimal 
Finance

IIFL



SKILLS  

1. Financial Modeling: Math-based decision-making tool. 

2. Accounting: Financial transaction recording and analysis. 

3. Risk Management: Managing potential financial risks. 

4. Tally: Accounting software for bookkeeping. 

5. Investment Analysis: Evaluating investment 

opportunities. 

 

6. Financial Statement Reading: Analyzing financial reports. 

7. Fundamental and Technical Research: Analyzing company 

data and market trends. 

8. Taxation Knowledge: Understanding tax laws and regulations. 

9. Fintech and Digital Finance: Technology-driven financial 

services. 

10. Wealth Management: Managing wealth for clients. 

11. Financial Market and Institution: Understanding markets 

and financial institutions. 

12. Budgeting: Planning and managing financial resources. 

13. Financial Reporting: Creating financial reports for 

stakeholders. 

14. Ratio Analysis: Analyzing financial ratios for insights. 

15. Auditing: Independent financial review for accuracy. 

16. Capital Budgeting: Assessing long-term investment projects. 

17. Equity Research: Analyzing stocks and equity markets. 

18. S&P Capital IQ: Financial data platform for research. 

19. Enterprise Risk Management: Managing risks at the 

organizational level. 

 



20. Corporate Finance: Managing financial decisions 

for companies. 

21. Investor Relations: Communicating with investors 

and stakeholders. 

22. Cash Management: Managing the company's cash 

flow. 

23. Forecasting: Predicting future financial outcomes.  

 

24. FX Hedging: Protecting against currency exchange rate 

fluctuations. 

25. Working Capital Management: Managing short-term 

assets and liabilities. 

26. P&L Management: Managing profit and loss statements. 

27. Tax Advisory: Providing tax-related advice and strategies. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


