
   A market where short-term funds are borrowed and lend is called money market.                                              Money markets ensure an equilibrium between the demand and supply of money  

   The main participants in this market are banks, financial institutions and government.                                                                   and short-term funds through financial transactions. 

     It exists so that businesses and governments that need cash to operate can get it quickly at                                Money market makes available sufficient finance to the trade and industry and 

     a reasonable cost, & so that businesses that have more cash than they need can put it to use.                                         provides a platform for discounting bills of exchange for them. 

         Money market instruments are basically debt instruments and include Treasury bills,                                          It helps the government to meet its deficits through non-inflationary financial 

                                                                Commercial Papers, Certificate of Deposits etc.                                                               sources. Government issues treasury bills to raise short term loans. 

                                                                                                                                                                                                                It provides facilities for allocation of short-term funds through money  

                                                                                                                                                                                                                                                    market instruments and interbank transactions. 

 

 

 

 

 

 

 

 

                      Treasury bill 

                      Commercial bills                                                                                                                 Treasury bills are the government securities issued by RBI on behalf of the central government 

                      Cash management bills (CMBs)                                                                                                             to meet its fiscal deficits. 

                     Certificates of Deposits (CDs)                                                                                    Treasury Bills were first issued in India in 1917.  

                     Commercial papers (CPs)                                                                                       At present, the active T-Bills are 91-days T-Bills, 182-day T-Bills and 364-days T-Bills.  

                      Call Money                                                                                                       Treasury bills are further classified into two types viz. ordinary/regular treasury bills and ad hoc treasury bills. 

                                                                                                                                               T-bills have an advantage over the other bills such as zero risk weightage associated with them.  
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    It used to finance the short-term working capital requirements of any business.                                   Cash Management Bills (CMBs) are short term bills issued by central government 

      They are also called Trade Bills or Bills of Exchange.                                                                                                                             to meet its immediate cash needs. 

       They are short-term instruments generally issued for 90 days.                                                                  The bills are issued by the RBI on behalf of the government. 

                These are freely marketable.                                                                                                                      The maturity period of these bills is less than 91 days, and they have a generic 

                   Banks provide working capital finance to firms by purchasing the commercial                                                                                                         character of treasury bills. 

                                                 bills at a discount; this is called ‘discounting of bills.                                                    CMBs are issued first on May 12, 2010. The purpose of the mechanism is to enable  

                                                                                                                                                                                                                                                           the government to get short term money. 

 

 

 

 

 

 

 

 

               Certificate of deposit (CD) is a money market instrument issued in a dematerialised                                                     The CP was introduced in 1990 on the recommendation of the Vaghul  

                form against the funds which have been deposited in any bank for a fixed period of time.                                                                                                                                       Committee. 

                 A CD can be issued by any All-India Financial Institution or Scheduled Commercial Bank.                                  A commercial paper is an unsecured promissory note issued by a corporate 

             These are negotiable money market instrument and are equivalent to a promissory note.                                        with a net worth of at least Rs 5 crore to the banks for short term loans. 

        The guidelines for Certificate of Deposit are issued by RBI from time to time.                                                           The minimum maturity period of commercial paper is for 7 days and a  

     For banks, the minimum maturity period of the certificate of deposit should not be less than                                                                                           maximum of 1 year. 

                     7 days and maximum maturity period should not be more than 1 year.                                                   These are issued in multiples of Rs 1 lakh subject to a minimum of Rs 25 lakh.  

  They are issued at a discount provided on face value. Like a fixed deposit (FD),  
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  Call money deals with day to day cash requirement of banks. Banks which are faced with                                      Multiple rates of interest these rates vary for lending, borrowing, government  

          cash shortage borrow from other commercial banks for a period of 1-14 days.                                                     activities, etc. Many rates of interests create confusion among the investors. 

        When banks borrow for one day it is known as call-money. Any money borrowed for                                       Inadequate funds or resources and shortage of Investment Instruments. 

                 more than 1 day but maximum of 14 days is known as notice money.                                                           Absence of integration 

             The rate at which these transactions take place is known as the call rate. banks resort to call                          Shortage of commercial bill 

                money to fill temporary mismatches in funds and maintain short-term liquidity.                                              Banking system suffers from major flaws such as the NPA, huge losses, and  

             It is the central point by which RBI is able to influence interest rates.                                                                               poor efficiency. The absence of the organized banking system is major  

                                                                                                                                                                                                                                                                               problem for money market. 

    

 

 

 

 

 

 

                                    Maintains a balance between the supply of and demand for the monetary transactions done in the market within a period of 6 months to one year. 

                                Enables funds for businesses to grow and hence is responsible for the growth and development of the economy. 

                             It aids in the implementation of monetary policies. 

                                It helps develop trade and industry in the country. Through various money market instruments, it finances working capital requirements. 

                           The short-term interest rates influence long term interest rates. The money market mobilises the resources to the capital markets by way of interest rate control. 

                       Helps in the functioning of the banks. It sets the cash reserve ratio and statutory liquid ratio for the banks.  

                      Acts as a guide for devising new policies regarding short term money supply. 
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