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Liquidity
The ease of trading a financial security quickly, efficiently and at  
a reasonable price. 

Fixed Income
Fixed income refers to a security, such as a bond, that pays interest 
and principal according to a fixed, or predetermined, schedule.  
For example, a bond may make annual interest payments, as  
well as prepay principal at maturity. 

Repo
A repurchase agreement (repo) is a transaction in which an 
investor buys a security, and agrees to re-sell the same security 
back to the original owner at an agreed-upon price and date. 
It can be thought of as a collateralized loan, with the security 
functioning as the collateral, and the interest computed from  
the difference between the current market price and the  
agreed-upon future re-sale price. Typically, these transactions 
have short tenors, including overnight. 

Supplemental Leverage Ratio (SLR)
The Supplemental Leverage Ratio (SLR) is a capital requirement 
applicable to the largest US banks. It requires banks to maintain  
a minimum ratio of equity to total assets, regardless of the 
riskiness of those assets. It is meant to complement the more 
typical risk-based capital requirements, which require banks to 
maintain less equity against safer assets. It serves to limit the 
amount of leverage banks can operate at. A Leverage Ratio of 
3% means that there must be 3% of capital reserved to support 
a bank’s assets. It means that a bank can leverage itself 33 times 
to one (1/.03) – that’s one dollar in capital for every 33 dollars in 
assets, regardless of the makeup of those assets. 

Safe Short-Term Assets
In the context of this infographic, safe short-term assets refer  
to debt obligations issued or insured by the US government  
or collateralized by securities issued or guaranteed by the  
US government. 

Treasury Bills
Short-term debt obligations issued by the US government. 

Open-end Mutual Fund
A professionally managed investment fund that pools money from 
many investors to purchase securities. Open-end funds typically 
offer shareholders the right to redeem their investments daily,  
at the closing Net Asset Value (NAV) of the fund. They are distinct 
from closed-end funds, which have shares that trade on the 
secondary market, and can trade at premia or discounts to NAV. 

Exchange Traded Fund (ETF)
A professionally managed investment fund that pools money from 
many investors to purchase securities. ETFs combine features  
of both closed-end and open-end mutual funds. ETFs have shares 
that trade in the secondary market, similar to a closed-end fund. 
However, investors also have the right to redeem their shares  
“in kind”, meaning that they can receive a representative basket  
of securities in exchange for shares. This limits the extent to which 
an ETF can trade at premia or discounts to NAV, because investors 
can choose to redeem in kind and sell the underlying investments. 

Cash and Cash Equivalents
Cash refers to money in the physical form of currency, such 
as banknotes and coins. Cash Equivalents are assets that are 
readily convertible into cash, or can otherwise be used to 
satisfy payments, such as money market holdings, short-term 
government bonds or Treasury bills, or bank deposits. 
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