                                                                                                                                   
What is central bank? Explain its functions.                 
    Central bank is the apex (supreme) monetary institution of a country. It regulates, supervises, and monitor the other Bank and Financial Institutions in the economy. It’s main objective is to maintain price and exchange rate stability, interest rate stability, financial stability and overall economic stability of an economy. Nepal Rasta Bank (NRB) is the central bank of Nepal, established in 2013 B.S. 

Functions of central bank:
1. Monopoly of note issue 
The primary function of central bank is to issue note and coins in the country. It has the monopoly rights of issuing the notes and coins. In Nepal, NRB issues notes under proportional reserve system. NRB issued the notes of various denominations like Re 1, Rs 2, Rs, 5, Rs 10, Rs, 20, Rs 25, Rs 50, Rs 100, Rs 250, Rs 500 and Rs 1000. 
2. Banker, advisor and agent of the government: 
Central bank works as the banker, agent and advisor of the government. As the banker of the government, central bank maintains the banking accounts of the government. As being advisor, it advises the government to formulate different types of economic policies in the nation. And as being agent, it buys and sells various securities on behalf of government and manages the public debt of the government.
3. Bank of banks 
Central bank provides the various banking services to BFIs. It regulates, supervise and monitor all BFIs. All the BFIs should maintain their account in central bank and they must deposit the certain percentage of their total deposits as Cash Reserve Ratio in the central bank. Due to these reasons, central bank is also called bank of banks.
4. Lender of last resort  
Central bank acts as a lender of the last resort. It means central bank is the ultimate source of funding for the commercial banks. If the commercial banks cannot make payment to their customers due to financial crisis or liquidity crisis, the central bank advances loan to commercial banks.  
5. Provides clearing house function 
Central bank also acts as the clearing house function. The central bank clear each other claims from their respective accounts. 
6. Custodian of foreign currency & metallic reserves 
The central bank keeps and manages the foreign exchange and metallic reserves like gold, silver etc.  
7. Control of credit 
Creation of credit is the important function of commercial bank and it is controlled by central bank. Excess credit creation results inflation and too less credit leads to deflation. So, the central bank controls the credit by using CRR, SLR, bank rate policy, open market operation. This affects the statutory reserve requirements of banks and their capacity to provide credit. 
8. Foreign exchange control 
    Central banks of all nation have absolute right to regulate the foreign exchange. The central bank helps to determine the foreign exchange rate.
 
Other Development functions: the central bank also performs various development functions which are as follows: 
1. Central bank helps to develop financial and capital market. 
2. It collects the data related to money, banking and real sectors to make various policies. 
3. It helps to channel the available resources in the productive sectors 
4. Promotion of foreign trade by providing foreign currencies. 
        5.   Helps to maintain the close relation with international financial institutions etc.

