
IndianFinancialSystem -meaning

TheIndianFinancialSystem playscrucialroleintheeconomicdevelopmentofthecountry.Itis

theSystem thatmanagestheflowoffundsbetweenthepeopleandtheinvestorsandthus

contributesincapitalformationinthecountry.

IndianFinancialSystem isconstitutedbyfinancialinstitutionslikebanks,insurancecompanies,

pensions,funds,etc.

ComponentsofIndianFinancialSystem

TherearefourmaincomponentsoftheIndianFinancialSystem.Theyare:

•FinancialInstitutions

Itactasamediatorbetweentheinvestorandtheborrower.eg:Banks,Insurance,NBFCs,

mutualfundsetc.

•FinancialAssets

TheproductswhicharetradedintheFinancialMarketsarecalledFinancialAssets.eg:Call

Money,TreasuryBills,CertificateofDepositsetc.

•FinancialServices

FinancialServicesprovidedbyAssetManagementandLiabilityManagementCompanies.eg:

BankingServices,InsuranceServices,ForeignExchangeServicesetc.

•FinancialMarkets

Herebuyersandsellersinteractwitheachotherandparticipateinthetradingoffinancialassets.

TherearetwotypesofFinancialMarkets:

MoneyMarket–Itdealswithsmall-term investmentsonly.Itismostlydominatedby

government,banksandotherlargeinstitutions.Itinvolveslow-riskandhighlyliquidinstruments.

CapitalMarket–Itdealswithtransactionswhicharetakingplaceinthemarketformorethana

year.

IndianFinancialSystem Structure

Itisanetworkoffinancialinstitutions,financialmarkets,financialinstrumentsandfinancial

servicestofacilitatethetransferoffunds.Thesystem consistsofsavers,intermediaries,

instrumentsandtheinvestors.



FunctionsofIndianFinancialSystem

•Helpsinmobilisationofsavings.

•Issuingandgatheringofdeposits(mainlybyBankinginstitutions)

•Supplyofloansfrom thecollectedpoolofmoney(Banks)

•Theundertakingoffinancialtransactions(likemutualfunds)

•Boostingthegrowthofstockmarketsandotherfinancialmarkets.

•Settingupthelegalcommercialsubstructure.

IndianFinancialSystem Code

TheIndianFinancialSystem Code(IFSCodeorIFSC)isanalphanumericcodethatfacilitates

electronicfundstransferinIndia.Acodeuniquelyidentifieseachbankbranchparticipatingin

thethreemainPaymentandsettlementsystemsinIndia:theNationalElectronicFundsTransfer

(NEFT),RealTimeGrossSettlement(RTGS)andImmediatePaymentService(IMPS)systems.


