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0000000 Central banks are key economic policy
Institutions in most modern economies. But around the world, the
role and functions of central banks have been under challenge from
changing fashions in monetary policy and form the deregulation and
globalisation of financial markets. During its brief history, Australias
Reserve Bank has been required to act as banker to government,
regulator of the financial system and administrator of monetary
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central banks usually began their existence as a banker that dealt
exclusively with the national government, that really provides credit
to the government of the country and in return for so doing, gets
particular privileges which quite often is a monopoly on the issue of
papermoney. 1 OO OOOOOOOOOOOO0ODOONO
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DO000000000000000 From that strength, as
these banks become large and important they acquire, almost by
natural process, a third and vitally important function and that is
what weve called alenderof lastresort. O O O OO OO0 OO0
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cecome the banker for commercial bnaks. Theyre seen to be safe,
other banks will put money on deposit with them. They become a
leader of the banking community and in times of crisis its this central
bank that can assist bnaks who get into trouble. 0 0O O O 0O O O [
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J0000000000000000000000 Now,
theres a price to pay to be in the club, to have a central banker, and
that is usually there is a set of sort of informal rules grow up about the
behaviour of the other banks. They will hold a certain amount of
capital, theyll hold some of their liquid assets on deposit with the
central bank. If youre going to be bailed out you have to abide by
convention. 0O O0O0OO0OODOOOOOOOOOOOOO
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