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WHAT IS MONEY MARKET?

The money market is a component of the economy which provides short-
term funds. The money market deals in short-term loans, generally for a
period of less than or equal to 365 days. There are certain organization

in the financial market which deal in money while keeping a synch. This

institution combined together are called Money Market.
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We also can say the trade in short term loans between banks
and other financial institutions. It is important part of the
economy which provides short term fund. The Money Market is
the part of financial market which deals in the borrowing and

lending of short term loans.

TH Sehl 3T 1= fa T HEATAT o <l STeUhTieTeh SKUTT § SATATR
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MONEY MARKET INSTRUMENTS IN INDIA

The money market's primary players are the Reserve Bank
of India (RBI), commercial banks and financial institutions
like LIC, etc., The main money market instruments are
Treasury bills, commercial papers, certificate of deposits,

and call money.
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PROMISSORY NOTE:

It refers to as a note payable is a legal instrument. In which
one party make promises in writing to pay a determinate
sum of money to the other (the payee) either at fixed
determinable future time or on demand of the payee under
specific terms. The terms of a note usually include the
principal amount. The interest rate if any, the parties, the
date, the terms of repayment (which could include interest)

and the maturity date.
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CALL MONEY MARKET

®* This is a method by which Banks lend or borrow money

from each other.

®* No Collateral security is needed, but interest need to be
paid.
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Eligible participants are-

®* Scheduled Commercial Banks (excluding Local Area Banks);

®* Payment Banks; Small Finance Banks; Regional Rural Banks;

* State Co-operative Banks, District Central Co-operative Banks and
Urban Co-operative Banks (hereinafter Co-operative Banks); and

®* Primary Dealers. ( Got approval in 1995)
* ST JATUTNAH ok (AT &1 o ki hl BISHY);
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CALL MONEY MARKET

Under call money market, funds are transacted on an overnight
NH Call Money

basis.

MH [ Under notice money market, funds are transacted for a period }
Notice Money

between 2 days and 14 days.

Under term money market, funds are transacted for a period of

Term Money
MH more than 15 to 364 days.
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CERTIFICATES OF DEPOSITS:

* Certificates of Deposits are issued by banks and financial
institutions.

® This instruments was first time allowed in India in 1989.

* A Certificates of Deposits is a negotiable promissory note,
secured and short term of up to a year.

®* Minimum Amount — 1 Lakh and its multiple

* Maximum Amount — No limit

® Issued on discount to the face value.
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» Minimum days of Certificates of Deposits issued by a
bank.
Minimum-7 Days.

Maximum-364 Days.

» Minimum days of Certificates of Deposits issued by
Financial Institution-
Minimum — 1 year

Maximum — 3 year
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COMMERCIAL PAPERS:

* Introduction - 1990

* Commercial Papers are negotiable short term insecured notes
with fixed maturities, Issued by an financial organization.
These are generally sold on discount basis.

®* Organization can issue Commercial Paper either directly or
through banks or merchant banks.

* MINIMUM- 7 DAYS

* MAXIMUM- 364 DAYS

® Min Amount — 5 lakh and its multiple

®* Max Amount - No limit
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Treasury bills

®* Introduction - 1917

®* Treasury bills or T-bills which are money market
instruments issued in three tenors namely 91 day, 182 day
and 364 day.

®* Treasury bills are zero coupon securities and pay no interest.

®* They are issued at a discount and redeemed at the face Value

at maturity.
®* Min value of T-Bill is Rs 25000 or its multiple.
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Cash Management bill

®* Introduction — 12 May, 2010.
®* Maturity — Less than 91days.

®* Min amount - 25000
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NEGOTIABLE INSTRUMENT:

According to Section 13 of the Negotiable Instrument Act 1881.

A negotiable instrument is a document guaranteeing the payment
of a specific amount of money, either on demand, or at a set time,
whose payer is usually named on the document. E.g., Promissory

note , Bill of Exchange , Cheque .

thTe foraa stfarfae 1881 Rt 4RT 13 o S1TER

T UGhRTHT ToTed Ueh SEATaS ST Ueh {197 9T o ST ht
TRET AT 7, AT AN AT U, AT ek HLATRT G0 W, TTEeht yoaeesdt
ATHAR U ST U ATTHA BT gl
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Q 1- Money market is a market for 2

Q 1- 5T IR & foTu weh IR B2

Long term funds
Short term funds
Both of the above

Sl S

None of the above
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Q 2 — Banks borrow funds from which of the following to maintain CRR and SLR

requirements as mandated by the Central bank?
Q 2 - e Seh ERT AT HISTRITR 3T TATASTR ATIIIhHATAT shl TATE T o feTu
S FferRaa 7 o forea saR & §?

Call money
Notice money

Term money

S N

Money market
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Q 3- Money borrowed or lent for a day or overnight is 2

Q 3- T & a1 U 9 & foTu 3o an 3um f&=r = gar &2

Term Money
Notice Money
Call Money

All of the Above

i S
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Q 4- Money lent for more than one day but less than 15 days in the money market is

known as ?

Q 4- ST TSR H Teh {o | 3TTerek fehd 15 &A1 & i 993 o foTu 3a fea T dar
% &Y H ST ATAT 872

1. Notice Money
2. Call money

3. Term money

4. Money market
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Q 5- Money lent for 15 days to 1 year in the money market is known as ?
Q 5- T AR ¥ 15 fa1 & 1 a9 7ok SaR feam war dan % ©T T ST ATAT 82

1. Notice Money
2. Call money

3. Term money

4. Money market
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Q 6- In which year , Certificate of deposit was introduced in India?

Q 6- WRA W STHT TATUTS ShT JTEATA fohdd g5 offt?

1988
1989
1990

1991

= & 8 5
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Q 7 — What is the minimum maturity period of Certificate of Deposit ?

Q 7 - STHT JHTUT shY ~IAqH TRUSFIAT ST T 32

7 days
14 days
91 days
364 days

& 8 5
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Q 8 — What is the maximum maturity period of Certificate of Deposit ?

Q 8 - STHT THTUTY <hT STTLrhaH UNTFIAT STSTEr ST 22

1. 7 days
2. 1year
3. 3year
4. Syear
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Q 9- What is the minimum amount of Certificate of Deposit ?
Q 9- STHT THTUTA T AR [T T R?

1 lakh
2 lakh
S lakh
10 lakh

Sl
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Q 10- can issue Certificate of Deposit for raising short term funds ?

Q 10- ITe TH % Fe™ o o1y feutisie Aidithehe TR & ehdT 32

Banks
Financial organization

Corporates
Both 1 & 2

al
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Q 11 — Certificate of Deposit is issued at ?
Q 11 - STHT THTUTIH O A TehdT STaT 82

Face value
Discount
Both of the above

e

None of the above
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Q 12 — Commercial paper was introduced in India ?
Q 12 - 9ARA H KA YU hY IEATA W s o

1988
1989
1990

1991

S
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Q 13- What is the minimum maturity period of Commercial paper?

Q13- FTTUTISh U hl =—IAAH URUSFIdT ST T 52

1. 7 days

2. 14 days
3. 28 days
4. 90 days
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Q 14- What is the minimum amount of Commercial paper?

Q 14- FHATITAS UUR hY =AqH T AT 52

1. 1lakh
2. 2lakh
3. Slakh
4. 3 lakh
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Q 15- Treasury bills ( T-Bills) offer short — term investment opportunities, generally up
to ?
Q 15- T ToreT (S1-ToreT) STeushticTen fHA9T o ITER TS hid &, ATH dIR 0T

deh?

7 days
1 year

3 year

= 5 Y

S year
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