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Introduction:   

This lesson is based on the notes on “Other Financial Institutions-Central Bank” 

Instructions 

1. In your Exercise Book, copy the Header and the learning outcome. Make sure that your 

Handwriting is neat and legible. Go through your lesson notes and attempt the Practice 

Exercise in you exercise book. (We will be checking your Exercise Book when you return to 

School) 

Lesson 122 

Learning outcomes: at the end of this lesson you should be able to: 

1. define and discuss Central Bank as an agency. 

2. Discuss Central Bank’s responsibility. 

Please read your Lesson notes below and complete the Practice Exercise 122 that follows. 

Resource 122              Other Financial Institutions-Central Bank 

The Central Bank of Papua New Guinea   

 The Central Bank or Bank of Papua New Guinea was set up by the government before 

independence in 1975. It operates very differently from commercial banks and other financial 

institutions. The Central Bank is the government’s bank. It is controlled by a Board of Directors 

appointed by the government.   

 The Central Bank carries out the monetary policy of the government. That means it controls the 

amount of money in the country. It also controls the amount of money that other banks lend to 

borrowers. This control is very important for our economy. If too much money floats around in the 

economy, prices of goods will rise and this will cause inflation.  

 The Central Bank can also use the monetary policy to increase the amount of money in the country. 

This is done mainly to encourage people to spend more money on goods and services. The result 

of this should be increased employment and production.   
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The Central Bank carries out the monetary policy through the control of commercial banks and other 

lending institutions in the country. The Central Bank may at times ask commercial banks to deposit 

sums of money with the Central Bank. This will result in less amount of money available in the banks 

to lend. It may also ask commercial banks and other lending institutions to reduce their interest rates 

so that more people can borrow money from them. It can further ask commercial banks and other 

financial institutions to raise or lower their interest rates. If banks charge high interest rates, less 

people will borrow money. This will lead to less spending. On the other hand, lower interest rates 

will encourage more public spending and production. 

The Central Bank’s key responsibilities are:  

 It issues the nation’s currency – Kina and Toea.  

 

t handles the bank accounts of government departments.  

It controls the transfer of money in and out of the country.  

It keeps track of the country’s public debt and arranges for these debts to be repaid.  

It holds the country’s reserves of gold and foreign currencies. 

 It issues licenses to gold buyers and other financial institutions.  

It regulates and monitors all commercial banks, superannuation funds and savings and loans 

societies in the country. 

 

 

 

Now attempt Practice Exercise 122 

Copy the question and write your answers in your exercise book 

PRACTICE EXERCISE 122 

  1. What is Central Bank? 

  2. Explain the role of central bank. 

  3. Discuss three responsibilities that Central Bank has to carry out. 

  

 

 

 

 

This is the end of Revision Lesson 122 Week 4. Next lesson is: 
 Lesson 123:  Other Financial Institutions-Merchant Banks 

 


