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Abstract: The term money market is an umbrella that covers
several market types, which vary according to the needs of the
lenders and borrowers. money markets provide those with
funds—banks, money managers, and retail investors—a means
for safe, liquid, short-term investments, and they offer
borrowers—banks, broker-dealers, hedge funds, and
nonfinancial corporations—access to low-cost funds. In this
paper we will study about recent trends in money market
which are Low Level of Interest Rates, Price Formation and
Transmission etc.

I. INTRODUCTION

One of the sections of a financial market where
securities and financial instruments with short-term
maturities are traded is called the money market. Financial
assets like treasury bills, certificates of deposits, commercial
paper and bankers' acceptance are some of the short-term
debt securities traded in the money market.

The money market consists of financial institutions and
dealers in money or credit who wish to either borrow or
lend. Participants borrow and lend for short periods,
typically up to thirteen months. Money market trades in
short-term financial instruments commonly called "paper".
This contrasts with the capital market for longer-term
funding, which is supplied by bonds and equity.

The money market has traditionally been defined as the
market for short-term marketable debt instruments, such as
commercial paper (CP) and treasury bills (TBs). It is much
more than this. It embraces all short-term lending and
borrowing, marketable and non-marketable, and includes
the significant interbank market. It is in this market that
interest rates have their genesis.

The Money market in India is the money market for short-
term and long-term funds with maturity ranging from
overnight to one year in India including financial
instruments that are deemed to be close substitutes of
money. Similar to developed economies the Indian money
market is diversified and has evolved through many stages,
from the conventional platform of treasury bills and call
money to commercial paper, certificates of deposit, repos,
forward rate agreements and most recently interest rate
swaps. Money market, a set of institutions, conventions, and
practices, the aim of which is to facilitate the lending and
borrowing of money on a short-term basis. The money
market is, therefore, different from the capital market,
which is concerned with medium- and long-term credit.

I1. OBJECTIVES

The Money market in India has very potential because as
per population of India any company can come to India and
invest. Need is only that government has good policy for
companies to invest, when average income of common
many increases one will start to invest in different ways.

I1l. METHODOLOGY
Functions of the money market
A. Financing industry

It helps to the growth of industries in two ways:

O They help industries secure short-term loans to
meet their working capital requirements through
the system of finance bills, commercial papers,
etc.

. The short-term interest rates of the money market
influence the long-term interest rates of the capital
market. Thus, money market indirectly helps the
industries through its link with and influence on
long-term capital market.

B. finance trade
It helps in financing domestic and international trade.
C. Profitable investment

The Money Market enables the commercial banks to use
their excess reserves in profitable investment. Commercial
banks are owned by shareholders and function for the
purpose of generating profits.

D. Self-sufficiency of commercial bank

Developed money markets help the commercial banks to
become self-sufficient. Commercial banks help to mobilize
savings of the people for productive purposes. They collect
scattered and idle savings of people, pool them together and
make fund available for productive purposes. Commercial
banks provide short-term and medium-term loans for
industries, trade and commerce at reasonable rates of
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interest. Easy loans attract the investors to invest in new
enterprises. The banks act as a brigade between savers and
investors.

E. Help to central bank

Money markets help central banks in two ways:

e  Guide the central bank to adopt an appropriate banking
policy,

e  Secure quick and widespread influence on the sub-
markets, thus facilitating effective policy
implementation.

IV. TRENDS IN MONEY MARKET
A. An increase in secured funding

Secured funding provides an alternative source of term
liquidity for the Group balance sheet. In the unsecured
market, banks' cash borrowings decreased by 44%. And
secured funding is increasing rapidly.

B. Changes in the repo market

The growing gap between where dealer-banks are willing to
finance each other through the vast and shadowy *repo™
market vs. what investors charge for such collateralized
lending shows the negative feedback loop of heightened
regulatory pressures on banks. In a repo, one party sells an
asset (usually fixed-income securities) to another party at
one price at the start of the transaction and commits to
repurchase the fungible assets from the second party at a
different price at a future date or (in the case of an open
repo) on demand. If the seller defaults during the life of the
repo, the buyer (as the new owner) can sell the asset to a
third party to offset his loss. The asset therefore acts as
collateral and mitigates the credit risk that the buyer has on
the seller. As banks continue to repay the liquidity facilities
provided by the ECB, they have returned to the repo market
for funding. The survey reveals that the market share of
euro-denominated repos has recovered from 57% in June
2012 to 66% in December last year. As a result, collateral
remains in high demand, not only from central bank
holdings (due to asset purchases) and capital requirements,
but also from banks attempting to secure funding. Investors
such as money-market mutual funds have had the option of
parking their cash elsewhere at these times when dealers are
shunning them, even as rates are lower.

C. Price Formation and Transmission

This is very popular trends in money market. Price
formation is one of the key elements of market economy
functioning. The price of a commodity or a service is
formed as a result of numerous economic, political and
social processes and this is true for traditional commodity
relations as well as for financial markets. In business terms,
price transmission means the process in which upstream
prices affect downstream prices. Upstream prices should be
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thought of in terms of main inputs prices (for processing /
manufacturing, etc.) or prices quoted on higher market
levels (e.g. wholesale markets).

D. Low Level of Interest Rates: Currently many banks are
offering Low Level of Interest Rates on home loan, car loan
etc for attraction of people.

And there are some more other trends like end of Period
Effects etc.

V. CONCLUSION

Above we know about trends in money market like Low
Level of Interest Rates, Price Formation and Transmission,
Changes in the repo market etc. Overall, we conclude that
Money market help the commercial banks in many ways.
One consequence of the financial crisis has been to focus
attention on the differences among various segments of
money markets, because some proved to be fragile, whereas
others exhibited a good deal of resilience.

V1. SUGGESTIONS

Government should give proper facility to private
companies to that they will more invest and government
will get more tax. They should realise that government is
there to benefit private companies.

REFERENCES

[1]. Frank J. Fabozzi, Steve V. Mann, MooradChoudhry, The
Global Money Markets, Wiley Finance, Wiley & Sons (2002),
ISBN 0-471-22093-0

[2]. "Money Market", Investopedia.

[3]. An Interesting Thing Happened in the Repo Market by Liz
McCormick|www.hloomberg.com/news/articles/2015-10-05/an-
interesting-thing-happened-in-the-repo-market

[4]. "Report on Currency and Finance" (PDF). Reserve Bank of
India.Retrieved 4 October2011.

[5]. "Structure & Functions of Money Market in India".
GKToday.Retrieved 22 April 2015.

[6]. S.K. Muranjan (1952). Modern Banking in India. Bombay:
Kamala Publishing House. pp. 98, 138.

[7]. Bhole L.M., Mahakudlitendra. Financial Institutions and
Markets (Fifth ed.). New Delhi: Tata McGraw-Hill Education
Pvt Ltd. p. 603. ISBN 978-0-07-008048-5.

[8]. "RBI, Annual Report, 2002-03" (PDF).p. 188.

[9]. D.K. Murthy, Venugopal. Indian Financial System.l.K.
International Publishing House Pvt. Ltd. p. 20.ISBN 81-88237-
88-4.

[10]. RuddarDatt&K.P.M.Sundharam (2010). "49". Indian Economy
(Sixty one ed.). S. Chand & Co. Ltd. pp. 864, 865. ISBN 81-
219-0298-3.

[11]. RuddarDatt&K.P.M.Sundharam (2010). "49". Indian Economy
(Sixty one ed.). S. Chand & Co. Ltd. p. 865. ISBN 81-219-
0298-3.

[12]. What is a repo | www.icmagroup.org/Regulatory-Policy-and-
Market-Practice/short-term-markets/Repo-Markets/frequently-
asked-questions-on-repo/1-what-is-a-repo

[13]. What Are Money Markets? By Randall Dodd FINANCE &
DEVELOPMENT, June 2012, Vol. 49, No. 2

[14]. www.imf.org/external/pubs/ft/fandd/2012/06/basics.htm

[15]. [What Is the Objective of a Commercial Bank? By Scott Krohn
www.ehow.com/about_6620672_objective-commercial-
bank_.html:

[16]. Secured funding | www.home.barclays/barclays-investor-
relations/treasury-and-capital/secured-funding.html

[17]. "Money Market and Money Market Instruments"

www.rsisinternational.org

Page 91



Volume lI, Issue XI, November 2015

[18]. "Functions and importance of Money Market"

[19]. "Discount Instrument”, riskglossary.com, accessed 2012-05-
www.riskglossary.com/link/discount_instrument.htm "Discount
Instrument"], riskglossary.com, accessed 2012-05-14.]

[20]. Money Market: An Introduction by Prof. Dr AP Faure

[21]. Money market by: R.F.G. Alford |
www.britannica.com/topic/money-market

[22]. Recent trends in the foreign exchange and money markets
Speech by Mr Peter Zollner, Head of the BIS Banking
Department, to the 53rd ACI Financial Markets World Congress
2014, Berlin, 29 March 2014. The views expressed are those of
the author and do not necessarily reflect the views of the BIS.

[23]. .Definition of 'Money Market' |
www.economictimes.indiatimes.com/definition/money-market

[24]. GAO (1993). Energy security and policy: Analysis of the
pricing of crude oil and petroleum products: Report by General
Accounting Office. GAO, Washington, DC.

URSI

ISSN 2321 - 2705

[25]. Meyer, J. and von Cramon-Taubadel, S. v. (2004). Asymmetric
price transmission: A survey. Journal of Agricultural
Economics, 55(3):pp.581-611.

[26]. Peltzman, S. (2000). Prices rise faster than they fall. Journal of
Political Economy, 108(3), 466:501.

[27]. Tappata, M. (2008). Rockets and Feathers.Understanding
Asymmetric Pricing.

[28]. Wlazlowski, S. S. (2003). Petrol and crude oil prices:
Asymmetric price transmission. Ekonomia / Economics,
11:pp.1-25.

[29]. The Concept of Price Formation in Stock and Forex Markets
|www.fxtradermagazine.com/priceFormationIinStock AndForex
Markets.php

www.rsisinternational.org

Page 92



