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Question one
Financial system creates a relationship between the savings and investments by the provision of enough funds. It also helps the businesses to create capital which they can use ti start their businesses. The financial system provides the guidelines through which businesses can spend their finances efficiently to avoid inflation.
Financial also systems help in the creation and ensuring of development of the capital market. Starting capital is used in the purchase of the business needs such as the machinery and other equipment. It also requires capital for the purchase of fixed assets. So the financial system should be able to control the flow of capital in the economy to ensure efficient operation of the business activities.
The financial system helps in the creation of the infrastructural growth of the business. The essential business infrastructures include good electrification, good roads and water system. This will ensure a smooth flow of resources in and out of business hence stimulating development. If these services are provided to the country by the government, the businesses will have less capital to spend in the development hence can save the rest for other businesses.
Financial system also aids in the development of exchange of goods and services across and within the country. This is through the provision of discount to the traders for the purchase of essential financial equipment. This will encourage investment in the country. They also provide credits to the investors.
Question two
 Banks provide a framework where business institutions can make transactions. These transactions include the payment of the services provide by the labourers, purchase of new stock, and organisation of various activities of the business. This reduces the use of cash which are risky and also bulky. The banks do this by allowing people to keep their money and makes it readily available when need be.
The banks create a payment system. This allows for the exchange of goods and services for money or other goods and services. Those with excess money can also safely in the banks until when they will need it. This reduces the time that would be used to look for potential borrowers. The borrowers can, therefore, take their loans directly from the bank without involving the person who saved the money. This saves on the transaction cost as it will be incurred by the final lender.
Banks act as financial intermediaries between the between those saving money and those who would want to lend money. When one saves money in the banks, he or she receives interest that is calculated at a certain interest by the bank. The person can, therefore, make payments directly through the bank by means of cheques or withdraw money for personal use. The moneylender will therefore go to the bank and receive the money which they pay back with an interest, which are returned to the savers in the form of withdrawals.
Question three
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