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OUTLINE

ÅWhat is the role of central banks?

ÅWhat is the link between monetary policy 

and business cycle?

ÅHow has monetary policy evolved in Fiji?

ÅWhat factors influence bank liquidity?

ÅHow has liquidity trended in Fiji? 

ÅWhat is the relationship between liquidity, 

interest rate and credit?

ÅWhere is monetary policy stance heading?

ÅSummary



òCentralBanking is a high impact

organization . Its decisions or indecisions, its

actions or inactions will have major and far

reaching repercussions and consequences on

the economic well being of the public at large

and the entire spectrum of businesses. The

responsibility and accountability is therefore

immense........

Central banking is therefore not for the faint

of heart.ó

Zeti Akhtar Aziz

Former Governor, Bank Negara Malaysia

WHAT IS THE ROLE OF CENTRAL 
BANKS?



ñWe Worryò

ñWe are accountable for our 

decisions and/or indecisionsò

ñOur mandate is bigger than to be 

likedò
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CENTRAL BANKS INFLUENCE COST OF FUNDS 
Interest rate or price of money

Loan Amount $200,000 $200,000 $200,000 $200,000 $200,000

Interest Rate 5.00% 7.50% 10.00% 12.50% 15.00%

Term 25 years 25 years 25 years 25 years 25 years

Total Repayment $350,754 $443,394 $545,220 $654,212 $768,498

Interest 
Repayment

$150,754 $243,394 $345,220 $454,212 $568,498

Ratio of 
Interest/Loan

75% 122% 173% 227% 284%

Illustrative example only
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