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Institutions & Instruments

2 OBJECTIVE OF CHAPTER

I Whatistherole of different financial institutions?
I Why do we have so many different financial assets?

I Who arethe mgor playersin the financial world?

2.1 CHAPTER OUTLINE

#  An overview of issues:
I Interaction of buyers & sdllers

I Market participants and their role

R providers & users of capital

R  facilitators
financial intermediaries
Investment banks
brokers

R investors

R government

I  Roleof exchanges

#  Types of instruments/assets' traded on these markets

#  Where are the instruments traded (Chapter 5)
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INTERACTION OF
BUYERS & SELLERS

People who want
to sell Xytz

People who want
to buy Xytz

How are they going to find each other?

Problem: Search is expensive & inefficient

Solution: Need facilitator: mechanisms & institutions
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PRIMARY MARKET

DIRECT SEARCH:

Funds ($)
Savers | _ ™| Borrowers
New securities
USING A FACILITATOR:

Savers || Facilitators Borrowers

ty
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