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Main function of financial market

Financial markel gives strength to economy by
making finance availible at the right place
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Financial system and financial market

Financial Systerm

Financial AeLunmmmnu Financial Marksts Finarcial landnm

Fores{Market Capital Market  Money Market Credit Market
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Money Market Instrament ~ Capital Market Instraments  Hybnd Instraments

4 main components of financial system
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+ Financial system plays the key role in the |
economy by stimulating economic

growth,influencing economic performance of et
the actors, and affecting economic welfare P
+ It makes it possible for a more efficient
transfer of funds
- To overcome the information asymmetry
problem, the financial system facilitates

balance between those with funds to invest e el
and those needing funds
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4 main components of financial system
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e Fimancial assets / instraments —
An asset is any resource with &n economic
value with the expectation that it will provide
future benefits
. . . + Physical assets are those that e
The preform the function of intermediation tangibhe which Include house, property,
and detrmine the flow of funds

collectibles, physicalty items that may been

sean, felt, held, or colected.

- L - Firaneial nssats aften cled francisl iesiuments,

T'hree types of institutions are intangible assets They are expected o podde
future benefits in the foem of a clam to future cash

« Financial assets provige the lOlK}‘.l\lﬂg key economic
functions:

- They allow the transfer af funds fram those entities,
b have sLplus Tunds 1o invest o those who need
tureds to Invest in tangible assets

« They redistnibute the risk related to cash generation

Financial regulators FirancialMarket

Financial markets facilitate the flows of
funds in order to finance investments by
corporations, goverments and indiduals.
Term describing any place where buyers
and sellers participate in the trade of assets
such as equities, bonds, currencies and
derivatives.

They preform the role of montering
and regulating the participants in the
finacial system.
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Financial nstitutions

The preform the function of intermediation
and detrmine the flow of funds

Three types of institutions

Contractual insfitutions Investment [nstifutions




