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Overview of Financial Markets



Word Cloud?



Financial Markets are part of a larger system 
called Financial System.



What is a Financial System?

• Financial system transfers the surplus savings to the deficit investors.

• The investors in turn give return to the savers in form of interest rates, dividends 
etc. 
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Where do savings come from?

• Income = Consumption + Savings

• Savings = Physical Savings (land, gold etc) + 
Financial Savings (shares, bonds, insurance etc)

• Financial Savings are Financial Assets

• Financial system create these financial assets 
enabling us to save.

• Financial Assets serve different purposes
• Investment
• Safety
• Risk management
• Insurance
• Pensions 



Financial Assets

• Cash

• Bank Deposits

• Equity oriented 
• Stocks/Shares

• Common Shares
• Preference Shares 

• Equity Mutual Funds

• Debt oriented
• Bonds
• Fixed Deposits
• Debt Mutual Funds

• Derivatives 
• Futures
• Options

• Commodities



How does Financial System match the savers and 
investors? Via Financial Markets + Financial 
Intermediaries
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Components of Indian FS: Chart



Financial System Regulatory Structure



Components of Indian FS: Discussion



Financial Markets: Capital Markets

• Capital Markets
• Primary Market: 

• for raising funds

• Secondary Market/Spot Market 
• for trading

• Derivative Markets: 
• For hedging and risk management
• A futures contract is an agreement to buy 

or sell assets at a set price on a future 
date. 

• An option gives the buyer the choice to 
buy or sell at a set price before a certain 
date.
• Call

• Put 



Financial Markets: Fixed Income Markets or 
Debt Markets
• Fixed Income Markets

• Money markets: short term instruments upto 1 
year

• Overnight: Call, CBLO, Notice 

• Bond Markets
• Government Bond Market

• Short term: T-Bills – 14 day, 91 day, 182 day and 
364 day

• Medium to Long Term: called as Govt Securities 
from 1 year to 50 year  

• Corporate Bond Market

• Short term: Commercial Paper

• Medium to Long-Term: Corporate Bonds

• Derivative Markets: interest rate swaps, 
interest rate futures



Financial Markets: Commodity Markets

• Commodity Markets
• Forwards: Customised

• Futures: Standardised traded on exchange

• Options: Standardised traded on exchange



Financial Markets: Currency Markets

• Spot

• Derivatives

The



Financial Institutions

• Institutions through which savers provide 
funds to borrowers
• Banking Institutions

• Non-Banking Institutions

• Capital Market Institutions

• Also called as Financial Intermediaries



Banking institutions

• Nationalised/Public Sector Banks (12)

• Private Sector Banks (21)
• Old Private Sector Banks (10)

• New Private Sector Banks (11)

• Foreign Banks (43)

• Local Area Banks (2)

• Small Finance Banks (12)

• Payment Banks (4)

• Regional Rural Banks (43)

• Cooperative Banks …next slide



Cooperative Bank structure







Capital Market Institutions

• Stock Exchanges
• BSE

• NSE: https://www.nseindia.com/national-stock-exchange/nse-volume-business-growth

• Commodity Market Exchanges
• Multi Commodity Exchange

• National Commodity and Derivative Exchange

• Merchant Bankers/Investment Bankers

• Brokerage Houses

• Asset Management Companies/Mutual Funds (next slide)

• Portfolio Management Schemes (PMS)

• Supporting institutions
• Depository institutions (Dematerialisation): NSDL, CDSL

• Clearing Corporations

• Credit Rating Agencies: CRISIL, ICRA

https://www.nseindia.com/national-stock-exchange/nse-volume-business-growth


What is a Mutual Fund?



Why Mutual Fund?



Types of MFs



Insurance and Pensions

• Insurance: for managing risks and uncertainty
• Life Insurance 
• General Insurance

• Property
• Health
• Car and 2 wheeler
• Travel
• Business
• Weather

• Pensions: for retirement
• Defined Benefit
• Defined Contribution



Financial Instruments

Term Banks Equity Debt Pensions and 
Insurance

Short Loans, Deposits

Shares, Derivatives, 
Mutual Funds

Call money, T-Bills, 
Corporate Bonds, 
Mutual Funds

Medium Loans, Deposits G-Sec, Corporate 
Bonds Mutual Funds

Long Loans, Deposits G-Sec, Corporate 
Bonds, Mutual 
Funds, Pensions and 
Insurance

Pension and 
Insurance



Indian Financial System at a glance



Savings and Investments

(Amount in ₹ Crore)

Item/Year 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24

Gross Domestic 
Product

170,90,042 188,99,668 201,03,593 198,54,096 235,97,399 269,49,646 295,35,667

Saving 54,80,741 60,00,390 59,41,135 57,86,929 73,63,103 81,50,008 -

Investment 50,53,181 58,86,657 58,55,617 54,63,457 71,93,484 85,64,099 -



Savings and Investment
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Banking System in 2023-24

Advances Deposits
% of 
Total

% of 
Total

Public Sector Banks 8,283,763.1 11,709,580.8 26.8 28.6

Private Sector Banks 5,366,675.3 6,299,332.0 17.4 15.4

Foreign Banks 491,029.4 855,825.0 1.6 2.1

Small Finance Banks 177,887.4 191,372.0 0.6 0.5

Payments Banks 0.1 12,173.7 0.0 0.0

All Scheduled Commercial Banks 14,319,355.3 19,068,283.5 46.4 46.6

Regional Rural Banks 386,951.0 608,509.0 1.3 1.5

Local Area Banks 957.0 1,189.0 0.0 0.0

UCBs 330,325.0 533,255.0 1.1 1.3

Rural 766,470.0 833,844.0 2.5 2.0

State Coop Banks 238,919.0 240,953.0 0.8 0.6

District Coop Banks 336,546.0 412,573.0 1.1 1.0

Primary Societies 153,137.0 176,390.0 0.5 0.4

All Bank Institutions 30,852,015.5 40,943,280.1 100.0 100.0



Banks vs NBFCs

Indian Banking System NBFCs Banks/NBFCs

Capital and Reserves 2168339 1106643 2.0

Deposits 19068284 85254 223.7

Borrowings and other provisions 1957222 2327821 0.8

Other Liabilities 1124330 1017422 1.1

Total 24318174 4537139 5.4

Cash Balances with RBI 1168479 6.7

Balances with Banks 788397 174972 1.2

Investments 6436540 657723 9.8

Loans 14319355 3426970 4.2

Fixed Assets 173558

Others 1431845 277474 5.2



Trends and Progress of Banking in India

• https://www.rbi.org.in/Scripts/AnnualPublications.aspx?head=Trend
%20and%20Progress%20of%20Banking%20in%20India

https://www.rbi.org.in/Scripts/AnnualPublications.aspx?head=Trend and Progress of Banking in India


Primary Market: Fund Mobilization



Raising funds through Equity Markets



Primary Market: Fund 
Mobilization across 
industries



Raising Resources Through Debt Markets



Secondary Equity Markets: Across the world



Secondary Equity Markets: Activity in India



Ownership Pattern



Foreign Investors



Country-wise Foreign investors



Foreign Investors



Secondary Equity Markets: Top 10 cities



SME - IPOs



Secondary Equity Markets: Who are 
participants?



Secondary Equity Derivatives Markets



Secondary Markets: Equity Derivatives



Commodity Markets



Commodity Markets



Prices of select commodities



Commodity Markets: Indian vs Global



Commodity Markets



Currency Derivatives: Currency trends against 
US Dollar



Currency Derivatives: NSE and US Dollar 
dominant



Interest Rate Derivatives



Mutual Funds



Mutual Funds



Mutual Funds



Mutual Funds



Brokers



Insurance



Insurance: Life



Insurance: Non-Life



Thank You!


