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FINANC IAL INNOVAT ION - WIT H A PART IC ULAR VIEW ON T HE ROLE OF BANKS     

GRIN Verlag. Paperback. Condition: New. 20 pages. Dimensions: 10.0in. x 7.0in. x 0.1in.Scholarly Essay from the year 2004 in the subject Business
economics - Banking, Stock Exchanges, Insurance, Accounting, grade: 1, 7 (A-), University of Teesside (Teesside Business School), course: Money and
Finance - Economics, language: English, comment: , abstract: Financial markets have always undergone changes . However since the 70s the speed
of change has accelerated enormously . New types of financial instruments, financial markets and techniques have been developed. The most
significant innovations have been the financial derivatives, e. g. futures, options and swaps and the development of securitisation which have mainly
been created to manage risk and provide liquidity. The market for these instruments has become huge - by some estimates in excess of 100 trillion .
History shows that financial innovation has been a critical and persistent part of the economic landscape. But why has it been like that First of all for
a better understanding it is necessary to define the term financial innovation. Financial innovation is described by Van Horne as the life blood of
eAicient and responsive capital markets . He emphasis that it is part of the bedrock of our financial system. Merton views financial innovation as the
engine driving the financial system towards its goal of improving the performance of what economists call the real economy. Other authors define
financial innovation as the design of new financial instruments and techniques of financial intermediation, structural change in the financial
system, with the appearance of new financial markets and changes in organisation and behaviour of institutions as well as the design of new
financial instruments or the packaging together of existing financial instruments . There is a general recognition of the particular importance of
financial innovations for the wealth of a society. This...
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