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Functionsofcentralbank

Definition:

Acentralbankisanindependentnationalauthoritythatconductsregulatary

policy,regulatesbank,andprovidesfinancialservicesincludingeconomicresearch.

Itsgoalsaretostabilizethenation'scurrency,keepunemploymentlow,andprevent

inflation.

Centralbanksaffecteconomicgrowthbycontrollingtheliquidityinthefinancial

system.Theyhavethreemonetarypolicytoolstoachievethisgoal.Centralbanks

playacrucialroleinensuringeconomicandfinancialstability.Theyconduct

monetarypolicytoachievelowandstableinflation.Inthewakeoftheglobal

financialcrisis,centralbankshaveexpandedtheirtoolkitstodealwithrisksto

financialstabilityandtomanagevolatileexchangerates.

RegulatorofCurrency:

Banker,FiscalAgentandAdvisertotheGovernment:

CustodianofCashReservesofCommercialBanks:

CustodyandManagementofForeignExchangeReserves:

LenderoftheLastResort:

learingHouseforTransferandSettlement.

ControllerofCredit.

Theprimaryfunctionofthecentralbankistocontrolthemoneysupplyinthe

economy.Itisresponsibleforissuingcurrencyonbehalfofthegovernment....It

keepsthecashreservesofthecommercialbanks,actsasaclearing-houseforthe

inter-banktransactionsandasalenderoflastresort.

1.Itreceivesthestaterevenues,keepsdepositsofvariousdepartmentsandmakes

paymentsonbehalfofthegovernment.

2.Itkeepsthecashreservesofthecommercialbanks,actsasaclearing-housefor

theinter-banktransactionsandasalenderoflastresort.Itsupervisesthe

commercialbankingsystemandensuresitssmoothrunning.

3.Itcontrolsthemoneyandcapitalmarketsbychangingthesupplyofmoneyand

therebytherateofinterest.Theobjectiveistokeepequilibriuminthesemarkets.

4.Itisthecustodianoftheforeignexchange.Ithastokeepaclosercheckonthe

externalvalueofthedomesticcurrencyandpreventitsdeterioration.

5.Itistheadvisertothegovernmentinallthemonetaryaffairs.Itisresponsiblefor

theformulationandimplementationofthemonetarypolicy.
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TheimpactofcoronavirusonPakistan’seconomy.

AccordingtotherecentlypublishedEconomicSurveyofPakistan2019-20,exports

duringJuly-April2019-20remainedat$19.7billion($20.1billionduringJuly-March,

2018-19),postingadeclineof2.4%.ThetotalimportsduringJuly-AprilFY2020

declinedto$36.1billion($40.3billionduringthesameperiodlastyear),showinga



declineof16.9%.

DuringJul-AprilFY2020,remittancesincreasedto$18.8billion($17.8billionduring

sameperiodlastyear),withagrowthof5.5%.DuringJuly-MarchFY2020,current

accountdeficit(CAD)reducedby73.1%toUS$2.8billion(1.1%ofGDP)against

US$10.3billionlastyear(3.7percentofGDP).

Pakistan’stotalliquidforeignexchangereservesincreasedtoUS$17.1billionbyend

March2020,upbyUS$2.6billionoverend-June2019.Theimprovementinthe

foreignexchangereservesledto3.6percentappreciationofPakrupeeagainstUS

dollarduringJul-FebruaryFY2020.Industriesandbusinessesallowedtooperate

subjecttostrictobservationofsanitarySOPs.AccordingtoMinistryofFinance

COVID19economicimpactreviewpresentedtotheSenate:

3Millionjobsareexpectedtobelost

TaxrevenuemaydropfromPKR4,800billiontoPKR3,905billion(lossof

PKR700toPKR900billionexpectedfromApriltoJune2020)

Duetoshortfallinrevenuesandanincreaseinpublicspendingdueto

stimuluspackage,fiscaldeficitisexpectedtoexceedthetargetof7.5%ofGDP

andmaygoupto9.4%ofGDP

PriortoCOVID19,GDPgrowthwasprojectedat3.24%forFY2020with

Agriculture(2.85%),Industry(1.95%)andServices(4.04%).FY2020posteda

negativegrowthof0.4%,ofwhichAgriculture(2.67%),Industry(-2.64%)and

Services(-0.59%)Pakistanwillinevitablybeimpactedbyboththeglobal

anddomesticdevelopmentsarisingfromthespreadofthevirus.The

economywasrecoveringearlierslowlyundertheumbrellaofanIMF

programme.Nowtheprocessofgrowthcouldbehamperedseriously

leadingtobigincreasesinunemployment,povertyandhunger.

TheWorldBankinitslatestSouthAsianEconomicFocusreporthas

projectedthatPakistan’seconomywillexperiencenegativeGDPgrowthof

1.3%in2019-20,followedbyonly1%growthin2020-21.Thisimpliesthat

theGDPgrowthinthefourthquarterof2019-20willbeabignegative10%.

Thisishighlylikelygiventhequantumdeclineexpectedinexports,private

investmentandconsumptionspendingbyhouseholds.


