
MODULE 3
OVERVIEW
FINANCIAL 
MARKETS



• refers to a marketplace where buyers and sellers 
participate in the trade.

FINANCIAL MARKET



Categories

FINANCIAL MARKETS

By Nature of Claim
- Debt Market
- Equity Market

By Maturity of Claim
- Money Market
- Capital Market



Categories

FINANCIAL MARKETS

By Timing of Delivery
- Cash Market
- Futures Market

By Organizational 
Structure

- Exchange-Traded 
Market

- Over-the-Counter 
Market



• Debt Market
A market where debt instruments such as bonds 
are traded between investors.
Such instruments have fixed claims – their claim 
in the assets of the entity is restricted to a certain 
amount

By Nature of Claim

FINANCIAL MARKETS







• Debt Market Instruments
Bonds
Loans
Mortgages
Credit Cards and Lines of Credit

By Nature of Claim

FINANCIAL MARKETS



• Debt Market Instruments
Bonds

- I s sued by governments  ( T reasury  Bonds , 
Municipal Bonds) or corporations to raise large sums, 
promising regular interest (coupons) and principal 
repayment at maturity.

By Nature of Claim

FINANCIAL MARKETS



• Debt Market Instruments
Loans

- Direct borrowing from a bank or 
lender, like business loans or personal loans, 
with set repayment schedules.

By Nature of Claim

FINANCIAL MARKETS



• Debt Market Instruments
Mortgages

- Loans specifically for buying property, 
secured by the property itself.

By Nature of Claim

FINANCIAL MARKETS



• Debt Market Instruments
Credit Cards & Lines of Credit

- Revolving debt allowing borrowing 
up to a limit, with interest charged on the 
outstanding balance.

By Nature of Claim

FINANCIAL MARKETS



• Equity Market
Equity instruments are traded.

As the name suggests, equity refers to the 
owner’s capital in the business and thus has a 
residual claim.

By Nature of Claim

FINANCIAL MARKETS





• Equity Market Instruments
Common Stocks (Ordinary Shares)
Preferred Stock
Equity Derivatives

By Nature of Claim

FINANCIAL MARKETS



• Equity Market Instruments
Common Stock

- Represents ownership in a company, 
providing voting rights and potential for 
capital appreciation/dividends

By Nature of Claim

FINANCIAL MARKETS



• Equity Market Instruments
Preferred Stock

- A hybrid security with features of both equity 
and debt; it usually does not have voting rights 
bu t  o f fe r s  h igher  d iv idend  p r io r i t y  and 
liquidation claims over common stock.

By Nature of Claim

FINANCIAL MARKETS



• Equity Market Instruments
Equity Derivatives

- Financial contracts deriving value from 
underlying stocks, including options (calls and 
puts) and futures.

Stock Options, Equity Swaps

By Nature of Claim

FINANCIAL MARKETS



• Money Market
for short term funds, where the investors 
who intend to invest for not longer than a 
year enter into a transaction. 

Highly liquid

By Maturity of Claim

FINANCIAL MARKETS





• Money Market Instruments
Treasury Bills (T-Bills)
Commercial Paper
Certificates of Deposit

By Maturity of Claim

FINANCIAL MARKETS



• Money Market Instruments
Treasury Bills (T-Bills)

- Short-term debt issued by governments, 
considered very safe.

By Maturity of Claim

FINANCIAL MARKETS



• Money Market Instruments
Commercial Paper

- Unsecured, short-term promissory notes 
issued by large corporations for working 
capital.

By Maturity of Claim

FINANCIAL MARKETS



• Capital Market
the  market  where  in s t rument s  w i th 
medium and long-term matur i ty are 
traded. 

Primary Market and Secondary Market.

By Maturity of Claim

FINANCIAL MARKETS



• Capital Market
Capital  markets include both equity 
(stocks) and debt (bonds) markets. 
The equity market is only one part of the 
capital market.

By Maturity of Claim

FINANCIAL MARKETS





• Cash Market
Transactions are settled in real time, and 
the total investment amount must be paid 
by investors, either from their own funds or 
through borrowed capital.

By Timing of Delivery

FINANCIAL MARKETS



• Cash Market
Buyers pay for and receive actual assets 
a lmost  instant ly ,  typical ly  with in 0-3 
business days. 

It ensures liquidity and is fundamental for 
trading stocks and bonds on exchanges

By Timing of Delivery
FINANCIAL MARKETS





• Cash Market: Key Features
Immediate Settlement
Real Ownership
Price Determination

By Timing of Delivery
FINANCIAL MARKETS



• Cash Market Instruments
Foreign Exchange (Forex) Spot Market
Commodity Spot Markets

By Timing of Delivery
FINANCIAL MARKETS



• Cash Market Instruments
Foreign Exchange (Forex) Spot Market

- Buying currency, such as exchanging 
U.S. Dollars for Euros, at the current rate 
with immediate settlement.

By Timing of Delivery

FINANCIAL MARKETS



• Cash Market Instruments
Commodity Spot Markets

-  A  manufactu re r  pu rchas ing  raw 
mater ials ,  such as a meat company 
buying catt le on the spot market for 
immediate processing.

By Timing of Delivery

FINANCIAL MARKETS



• Futures Market
The settlement or delivery of security 
or commodity takes place at a future 
date.

By Timing of Delivery
FINANCIAL MARKETS



• Futures Market
It protects investors and traders from 
losing money on a transaction even if 
t h e  p r i c e  o f  t h e  c o m m o d i t y  o r 
f inancial  inst rument increases or 
decreases later.

By Timing of Delivery
FINANCIAL MARKETS



• Futures Market: Key Features
Standardized Terms
Leverage
Exchange Traded

By Timing of Delivery
FINANCIAL MARKETS



• Futures Market: Purpose
- Speculating
- Hedging

By Timing of Delivery
FINANCIAL MARKETS





• Exchange-Traded Market
centralized market, that works on pre-
e s t a b l i s h e d  a n d  s t a n d a r d i z e d 
procedures.

The buyer and seller don’t know each 
other.

By organizational Structure
FINANCIAL MARKETS



• Exchange-Traded Market: Characteristics
- Centralized Regulation
- No Counterparty Risk
- Standardized Contracts
- High Liquidity

By organizational Structure
FINANCIAL MARKETS



• Exchange-Traded Market Instruments
- Exchange-Traded Funds (ETFs)
- Real Estate Investment Trusts (REITs)

By organizational Structure
FINANCIAL MARKETS



• Exchange-Traded Market Instruments
Exchange-Traded Funds (ETFs)

- Open-ended investment companies that 
track a specific index (like the PSEi) and are 
traded like stocks throughout the day.

By Organizational Structure

FINANCIAL MARKETS





• Exchange-Traded Market Instruments
Real Estate Investment Trusts

-  Companies that own, operate, or f inance 
income-generating real estate, allowing investors to 
buy shares and receive dividends.

AREIT, Inc. (AREIT), DDMP REIT (DDMPR), MREIT, Inc. (MREIT).

By Organizational Structure

FINANCIAL MARKETS





• Over-the-Counter Market
This market is decentralized, allowing 
customers to trade in customized 
products based on their requirements

By organizational Structure
FINANCIAL MARKETS



• Over-the-Counter Market
- Decentralized Trading
- Dealer Network

By organizational Structure
FINANCIAL MARKETS









• A dealer in securities or other assets that 
undertakes to buy or sell at specified 
prices at all times.

MARKET MAKER



• A financial markets dealer is an 
individual or financial institution that is 
willing to buy a security from a client at 
a quoted bid price or sell a security to a 
client at an ask (offer) price.

MARKET MAKER



• Market Stability 
They reduce pr ice volat i l i ty  by 

nar rowing the bid-ask spread and 
p r o v i d i n g  c o n s i s t e n t  t r a d i n g 
opportunities.

MARKET MAKER
Importance



• Efficient Trading 
They facilitate quick transactions, 

making markets more accessible 
and efficient.

MARKET MAKER
Importance



• Orderly Markets 
Exchanges  of ten des ignate 

market makers for specific securities 
to guarantee continuous trading.

MARKET MAKER
Importance





SEC-licensed securities dealer belonging 
to a service industry supervised or 
regulated by the Government through 
its agencies: 

SEC, BSP, or Insurance Commission. 

MARKET MAKER
Government Securities Eligible Dealer 

(GSED)













BSP Bills

BSP SECURITIES
What types of securities are being issued by BSP?

BSP Bonds



BSP Bills

BSP SECURITIES
What are the tenors of the BSP Securities?

BSP Bonds

Short-term, usually 28-
day or 56-day tenors, 
used for immediate 

liquidity management.

Longer-term, used for 
more persistent 

structural excess liquidity.

The tenors offered by BSP Securities are subject 
to market preferences and liquidity conditions.



BSP SECURITIES

How often is the BSP going to issue 
BSP Securities?

on a weekly basis or as needed, 
depending on market appetite 
and current liquidity conditions, as 
well as the latest liquidity forecasts



BSP SECURITIES

How does the BSP issue the BSP Securities?

via auction, wherein eligible 
counterparties have to submit 
their bids (volume and interest 
rate) on the securities being 

offered.



BSP SECURITIES

Who can participate in the auction?

via auction, wherein eligible 
counterparties have to submit 
their bids (volume and interest 
rate) on the securities being 

offered.


