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What is a 'Physical Asset'
A physical asset is an item of economic, commercial or exchange value that has a material existence. Physical assets are also known as tangible assets. For most businesses, physical assets usually refer to properties, equipment, and inventory. Physical assets are the opposite of intangible assets, which include such things as brand names, patents, trademarks, leases, computer programs, customer lists, franchise agreements, domain names or trade secrets.
What is a 'Financial Asset'
A financial asset is a tangible liquid asset that gets its value from a contractual claim. Cash, stocks, bonds, bank deposits and the like are examples of financial assets. Unlike land, property, commodities or other tangible physical assets, financial assets do not necessarily have inherent physical worth.
What is a 'Spot Market'
The spot market is where financial instruments, such as commodities and securities, are traded for immediate delivery. Delivery is the exchange of cash for the financial instrument. In spot markets, spot trades are made with spot prices. This varies from a futures market, since a futures contract is a based on delivery of the underlying asset at a future date. Organized exchanges and over-the-counter (OTC) markets may provide spot trading or futures trading. 
What is the 'Futures Market'
A futures market is an auction market in which participants buy and sell commodity and futures contracts for delivery on a specified future date. Examples of futures markets are the New York Mercantile Exchange, the Kansas City Board of Trade, the Chicago Mercantile Exchange, the Chicago Board of Options Exchange and the Minneapolis Grain Exchange. Originally, trading was carried on through open yelling and hand signals in a trading pit, though in the 21st century, like most other markets, futures exchanges are mostly electronic.
What is a 'Money Market'
The money market is where financial instruments with high liquidity and very short maturities are traded. It is used by participants as a means for borrowing and lending in the short term, with maturities that usually range from overnight to just under a year. Among the most common money market instruments are eurodollar deposits, negotiable certificates of deposit (CDs), banker's acceptances, U.S. Treasury bills, commercial paper, municipal notes, federal funds and repurchase agreements (repos).
What are 'Capital Markets'
"Capital Markets" refers to activities that gather funds from some entities and make them available to other entities needing funds. The core function of such a market is to improve the efficiency of transactions so that each individual entity doesn't need to do search and analysis, create legal agreements, and complete funds transfer.
What is a 'Primary Market'
A primary market issues new securities on an exchange for companies, governments and other groups to obtain financing through debt-based or equity-based securities. Primary markets are facilitated by underwriting groups consisting of investment banks that set a beginning price range for a given security and oversee its sale to investors. Once the initial sale is complete, further trading is conducted on the secondary market, where the bulk of exchange trading occurs each day.
What is a 'Secondary Market'
The secondary market is where investors buy and sell securities they already own. It is what most people typically think of as the "stock market," though stocks are also sold on the primary market when they are first issued. The national exchanges, such as the New York Stock Exchange (NYSE) and the NASDAQ, are secondary markets.
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Risk free rate = r* + IP
r = Risk free rate + DRP + LP + MRP 
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Determinants of Market Interest Rates
• r = r* + IP + DRP + LP + MRP
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What is a 'Default Premium'
A default premium is the additional amount a borrower must pay to compensate a 
lender
 for assuming 
default risk
. All companies or borrowers indirectly pay a default premium, through the rate at which they must repay the obligation.
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)r  nominal or quoted rate of interest
r* = real risk free rate of interest
IP = Inflation premium
DRP = Default risk premium
LP = Liquidity premium
MRP = 
 (
What is the 'Liquidity Premium'
Liquidity premium is a premium demanded by investors when any given security cannot be easily converted into cash for its fair market value. When the liquidity premium is high, the asset is said to be illiquid, and investors demand additional compensation for the added risk of investing their assets over a longer period of time since valuations can fluctuate with market effects.
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What is the ‘Maturity risk 
premium
’
When you invest in securities that pay you a fixed rate of interest, such as a fixed-rate bond or certificate of deposit, both you and the borrower are stuck with the agreed-upon interest rate for the term of the security. If the market interest rates go up, you still receive the lower agreed-upon rate, even though it's less than the market rate. The risk that rates will rise above the set rate is known as interest rate risk.
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