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Forming of relations between insurance companies and credit organizations on the base of functional connections definition
This article is devoted to describing of some functional connections between the insurance companies and credit institutions as the basis of financial market participants’ fundamental relationships building.
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Functioning and interaction of financial system elements have an influence on economy`s development.

Financial system of Russian Federation consists of two areas: state and municipal finance and finance of economical management subjects. Financial system of Russian Federation can be presented in the form of a following diagram (picture1).
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Pic. 1. Financial system of Russian Federation
The first area of financial system intends to form and use of cash fund, setting aside for guaranteeing of state and municipal authorities activity.

Finance of economical management subjects – organization form of financial relations, forming on a level of different businesses, organizations, other subjects of economical activity households, and citizens. Cash funds, which are forming out of state and municipal finance, relate to this financial area.
Each of financial areas consists of specified elements. So, the area of state and municipal finance includes following sections: finance of state budget and finance of non-budget funds. By-tern, finance of commercial and non-commercial organizations and also finance of private enterprises relate to finance of economical management subjects.
Finance of economical management subjects is a base of financial system, because in this area is formed a dominant share of state finance.
Each element of financial system interacts with each other, for example, by a realization of rational function. Between parts of these areas there are defined correlations on base of concrete financial relations, for example, between insurance companies and bank organizations. Development of these relations between commercial organizations have a specific influence on changes of financial sector functioning.
Economical development of region couples with regular changes of some factors, to them relate a development of financial sector, including areas of bank and  insurance services, financial market and unit investment trusts. 
By-turn each of these segments of common financial component of market influence on potential forming of economic growth of region. So, detailed mechanism research of intersystem interaction of financial sectors elements is a topical task, predetermining an effective functioning of this system, as an element of favorable and intensive economic development.
Conception of long-term social-economical development of Russian federation till 2020 year, approved by Government of Russian Federation at 17 th November 2008 year №1662-р, indicates the priorities of financial market development. The main goal of financial market development and bank sector is  «making of effective competitive on the world-level financial system, which can provide a high level of investment activity in the economy, financial support of innovative activity».
Quantitatively conception defines also final indexes of financial market development and some activities, which it is necessary to realize for achievement of waiting conditions. But independently on formed activities sequence, detailed at conception, it is necessary to note the  «concentrated limitedness» of specific elements development of financial market, that is a absence of calculation of possible interaction of links of this system between each other, and definitely it can be leaded to results.
In terms of financial-economic it is logical to suppose, that these results of intersystem interaction will be achieved thank to combined concentration and consolidation of insurance companies and bank institutions efforts, as the most important representatives of financial sector of economy. That is why it is necessary to considerate interaction between insurance companies and banks and a researching of the main functions will be made it possible to find points of contact to form a foundation for combined activity and cooperation. 

So, the basic functions of insurance are: risk, accumulative, preventive and investment.
Risk or compensation function is a basis by a definition of insurance activity. It is manifested in insurance coverage guaranteeing to natural and legal persons as damages by insured event. 
Accumulative or savings function is provided through the life insurance  and it makes it possible to save up sum insured towards the insurance agreement.

Preventive function consists in financing of events, directed at prevention of insured event and decrease of insurance damage.

Investment function is realized through placement of temporary free means of insurer in line with order of fixed normative legal document of insurance supervisor. The means placement of insurance funds should be realized according to diversity, recurrency, profitability and liquidity conditions.

The functions of commercial banks (saving, redistribution, calculating service, выпуск кредитных средств обращения), as a rule, come to attraction in form of deposits of natural and legal persons, placement of means from own name and in own account to conditions of recurrency, payment and urgency. 
Saving function is one of the oldest functions in banks. Mobilized free means of natural and legal persons form a foundation for loan business implementation, besides of interest income providing of these financial resources owners.

The role of redistribution function – satisfaction of periodic needs of natural, legal persons and state in financial resources for account of temporary free means of other participants of finance-credit relations. By the realization of this function a redistribution of national income between the economical subjects happens. 

The other important bank function is calculating service of natural and legal persons. The service of many customers of insurance companies is an easier and cheaper way to attract borrowings by the side of taking from other sources (for ex., deposits, inter-bank credits), that makes conditional on need for legal persons to open own loro accounts. It provides a realization of calculating activities, that is account management of legal and natural persons, and also account implementation according to their assignment, and it promotes to increase of bank resources.

Issue of credit means of circulation makes it possible for commercial banks to realize credit relations with natural and legal persons for account of accumulated means.
So, financial and economic activity of credit organization and insurance companies can be presented in the form of the following scheme (picture 2):
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Pic. 2. Functional sequence of  realization of financial-economic activity of  commercial banks and insurance companies 
How we can see on presented functional chain, immediate goal of bank organization is the attraction of means. In financial market insurance companies and commercial banks are competitive participants. In addition to that the relation of competitive contention for free means of population and businesses are added through the participation of other financial intermediaries – financial market, private pension funds, unit investment funds and other.

At the same time risk and preventive functions promote to forming of collaboration between insurance companies and banks. So, commercial banks are the bearers of social needs in insurance area, bearers of risk, and insurance companies can provide these needs and in case of risk they compensate losses. Besides that, insurers finance activities to minimize the bank risks and possible losses of credit organization, wherein preventive function is manifested.
Insurance companies have a right to place their financial resources, but investment directions are limit to legislation. At first these are: state and corporative capital issues, unit investment trust, capital of public limited companies, housing certificate, immovable property, gold, silver bullion. But investment activity of insurers can be provided through bank system, that is why banks are the most important financial institutions for insurance companies, providing a capitalization of financial resources of insurers.
Thereby, in spite of competitive relations between insurance companies and credit organizations it arises functional interrelated collaboration, which is presented in the form of relations on picture 3. 
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Pic. 3. System of functional relations of financial market participants 
At presented scheme made an accent to intersystem relations between credit organizations and insurers, that doesn`t rule out relations with other participants of market, for which it is also typical a realization of risk, investment and preventive functions, and also calculating service. 
The essential difference of insurance companies activity is a reception of risks of management subjects, and also an ability to evaluate and management. Credit organization force to take considerable risks of economic character. So, to form fundamental relations will be promoted a parallel realization of saving function – on the commercial banks side and risk function – on the insurance companies side.
A very important aspect of forming and development of relations between banks and insurers is investment part, presented in two directions
:
– attraction of bank financial resources to insurance companies (redistribution function). Commercial bank increase its financial capital and receive dividends, and insurer get long-term financial support for development its activity.
– Guaranteeing of investment activity of insurer through the bank system, that is an opposition of the first direction.

Presentation of the first scenario of relations at present time is typical foe economy in the developed countries and it is pity, that it is absent in Russian practice, because there are some specific features of development in the area of insurance service.

So, by the forming of fundamental basis of the main participants interaction of financial market it can be achieved more effective functioning of this economy segment. Practical realization of supposed forming of relations make a positive effect on the regional economy and on the system development of all financial market. 
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On the scheme are marked:


1 – saving function;


2 – calculating service;


3 – issue of credit means of circulation;


4 – investment function;


5 – risk function;


6 – preventive function
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� The matter is about financial investments, that is buying of safety stocks of organization.





