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ABSTRACT


This research is on an issue which is of great importance to the Nigeria economy, it is on the Nigeria money market and its role in savings mobilization.


The seminar report comprises of three chapters, chapter one is on the introduction of the topic, chapter two is on the review of the existing literature relating to the subject matter, chapter three dealt on summary of finding recommendations and conclusions.


The research traced the evolution, development, objectives for its establishment and instruments used in the Nigeria money market in mobilizing savings.



Also touched were the efficiency of the Nigeria money market in savings mobilization and lastly, the problems and prospects of the market and the importance of the money market in savings mobilization.
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CHAPTER ONE

1.0
INTRODUCTION


DEFINITION: A money market is a market fro short term securities, it provides service that are essential to modern economy.  According to professor G.O. Nwankwo “it offers access to variety of financial instruments that enables economic agent to pool price and exchange risk, through assets with attractive yields liquidity and risk characteristic, it encourage saving in financial firm”.


This is very important for government and other institutions in need of short-term funds and to supplies of short-term funds who, because of their assets in liquid form.


Late professor W.O. Uzoga, observed that the primary objective of developing a local money market was to stern the representation of short-term fund into the London money market by creating domestic outlets for investments in short-term funds in Nigeria.


A colliery to this was the used to lay it sound foundation for efficient regulation for the monetary and banking system and to provide for the banks the basis financial instrument for effective management of their resources.


We should all be aware that the banking sector is quite distinct from other sectors of the economy.  The banking sector deals with money and quasi-money technological equipment like we have in the industrial sector.


There is no need for the usage of raw material nor is there nay need to incure production cost and waste human being to pin-point specially the investors and the industrialist are their raw materials, while “the staff cost in terms of wages and salaries and remuneration are to be counted as their production cost”.

1.1 BACKGOUND OF THE STUDY

As tradition might have it, the bank of any banks has been

depicted to encompass the development of the economy, peoples and the bank itself.  As noted by Jerry Onyebula, a senior manager with Allied Bank Plc.


The direction which the development takes decision whether the economy will becomes more productive or reluctant “he goes further to argue that” when bank develop, its subordination in the right  direction.  It helps them to grow and become bigger and richer person.


This will directly determine whether he or she will develop, grow or whether improve or deteriorate.  It is an under fact that no matter how the economy is depressed, people will still transact business and save their money in the banks since our economy is not quenched type of economy, people must still save, no mater what the economy seems to be .


It was in pursuit of these objectives that the first issue o treasury bill of N8million was made by the central bank of Nigeria in 1960, by the end of the year, treasury bill outstanding amounted to N18million.


Instead the Nigeria money market has expanded in both the number and value of money market instrument that were introduced during the period of 1960 to 1978.  This was therefore, helped to stern the outflow of funds to the foreign market.

The treasury bill obligation during the same period accounted for over 94 percent of the total money market instrument.  These securities, judged by the minimum amount required of potential inceptors are geared to large institutional investors rather than individual who, however could contribute but only indirectly through saving type of institution most of which were inaccessible to large area of the country.


The money market is of great important to the government and other institution in need of short-term funds who because of the nature of their habitués undertaken to maintain part of their assets in relatively liquidity of the instrument traded in the money market.


The single most important function of any financial system is to mobilize savings from the surplus unit to deficit units where the funds are needed for investment.


But much more problem will grow up, if there is no body to land while those to borrow are available or that there are those to borrow but there is nobody to lend.

Saving according to advanced Lerner’s dictionary of current “English is defined as that which redeems or compensate.


Richard Glepsey in this book, an introduction to position economics defined savings as “the income not spent on goods and services for current consumption.


He went further to explain how saving are made, he said that household save when they elect not to spent part of their current income on goods and services for consumption.


The firms save when they elect not to pay out to their owners some of the project that they have earned.


That will profits belong loyalty to the owner, only some are actually paid out while the rest are withheld by the firm of finance part of its gross investments.  Then to our critical bent of mind, we may say that saving is that part of money saved or which is not spent on goods and services and are there to attract some kind of interest.


Mobilization on the other hand is defined in the advanced learner’s dictionary as “mobilizing of being mobilized”.

The money authorizes extend a lot of influence on the money market to regulate the supply of money, unlike each asset which are sterile in terms of earnings money market securities provided purpose of meeting liquidity requirement for under taking investments.


The chief operations of the Nigeria money market are the Central bank of Nigeria (CBN) as the Chief controller, government bank of Nigeria others are insurance companies, national provident fund, monetary board, individuals, local government, saving type institution statutory boards and corporations.


Government needs short-term funds in participation of tax revenue, firms need working capital while merchants need bridge financing.  A borrower of the money market today may be a leader of another time and vice-verses today performing one of the functions for which it was established.


That is mobilizing saving and ensuring that no loose funds lie ill.

1.2 STATEMENT OF PROBLEM
An active money market is know for an effective

mobilization of savings for investment purpose.  The Nigeria money market has often been criticized for inactivity and for not living up to the expectation since it’s inception.


The problems can be stated as follows:

1. there is inadequacy of information to the activities of the Nigeria money market and what is stands for

2. The money market is besieged by infrastructural problems.

3. Thirdly is the pre-pondnet dominance of government instrument in the market.  This arises because government demands for short borrowing dictates the time of the market.

4. The increasing uncertainty arising from the high interest rate and he wide gap between lending and deposit rates.

5. lastly, is the increasing resort of funding in the capital market rather than as better to from the banking system, this is further buttressed by the rising trend in financial intermediate on as sizeable funds are now channeled from investors to borrowers through securitization without necessary using the banking medium.
And, note that the market is characterized by instability

arising from excess liquidity and inadequate investment out let during 1960 – 1985 period.  Since SAP/structural adjustment programme in 1986 intensity was due to sudden and frequent changes in regulatory requirement liquidity shortage and high interest rate.
1.3 PURPOSE OF THE STUDY
After about 35 years of the existence of the Nigeria money

market.  It is the burning desire of the researcher to assess the extent to which the money market has contributed to the mobilization of saving for capital investment in Nigeria and how it plays the vital role that is expected of it invalidly, the money market is to false care of mobilizing fund in the economy and then channel them into he Nigeria money market for short-term lending to the deceit unit of the economy and the investors can obtain these funds when their liquidity position is threatened.

Also, the research work will trance the evolution and development of the Nigeria money market, the objectives for its establishment and the instrument that have been evolved over the years for use in the market and how it has been able to mobilize loose funds in the economy.


Also, important among the issue to be looked it include, the efficiency of the money market in savings mobilization and how that great task can be enhanced.  The composition of the market will be touched.


Finally, the researcher will look at the problem also that have hindered the growth, of the market and also one future prospect of the market.


The research will cover an overview of the money market, that is, the background of the money market.

Also it will cover the reason for it’s establishment and the instrument traded in the market.  The instrument will access and evaluate the market and factors which have trended to hinder the smooth operation of the market.


In addition, the financial institution that makes up the market and also their contribution to savings formation will be highlighted.

It is an obvious fact that there is no physical place where the money market is situated since it is an arrangement which bring together borrowers and lenders to transact business on short-term basis, the research work will cover only the Nigeria money market.

1.4 SIGNIFICANT OF THE STUDY
The study would be significance in its outing way because

the research would highlight some vital functions of the money market in savings formation.

The research work will touch on how the money market has aided the mobilization of savings for tending he sectors of the economy.

Also, it has been observed that in spite of the effort being made by the Central Bank of Nigeria (CBN), the money market is yet to effectively realize this great role.  The critics of its operation have buttressed by pointing out a number of problems which besiege the money market in terms of savings mobilization.

1.5 LIMITATION OF THE STUDY
In caring out the research, the researcher encountered

unavailable constraints in an effort to make the study a reality, some of these constraints are:

a.
Finance:
In so far, fiancé is vital to the meaningful completion of this study.  The researcher had a big constraints in raising the necessary finance for the completion of the study.  The researcher being a student has no other source of finance income except his imager packet money.

b.
Time Dimension:  Time factors ahs a serous impact in conducting the research.  The time lay between the approval of the project topic and the submission was a serious problem, as the researcher and to battle with the limited time available to conduct the reproach concurrently with his normal lecture schedules.


Lastly, because of the fact there is no place where money market is situated, the research could not reach an in depth study and analysis of the operation of the money market in savings mobilization.
1.6 DEFINITION OF TERMS
i.
Idle Funds/Loose Funds:
Loose funds not being

employed are money availing investment price capital.  The term is also often applied to “excess research” of the banking system.

ii. Surplus Unit: In economic theory, it means any economy unit having the factors of production in excess of what was needed to draw into production.

iii. Deficit Unit:  It means any economic unit having the factors of production short of what as proceeded to draw into production.
iv. Short- term Funds:  It refers to the purchases of security which has a maturity of less than twelve months.

v. Disintermediation:  A tendency for money to be draw out of savings institution (bank savings and loans association life insurance company etc).

vi. Investment:  Investment is any employment of capitals in expectation of gain, whether in a business, urban real estate, bound stock merchandise or an education.

vii. Liquidity:  It is a term refereeing to that condition of individual or business where high percentage of the assets can be quickly converted into cash without involving any consideration less.

viii. IOU: It is simply mean an acknowledgement of indebtedness.

ix. Financial Institution:  General name for firms which specialize in making loans to business or individual or both.

x. Securities: A written instrument showing evidence of indebtedness or equity ownership of a business.

xi. Liquidity Squeeze: When there is limited amount of money in circulation.

