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The Liability Structure and the Financial Soundness
of Central Bank

Bank Note, Reserve Deposit and Capital of Central Bank

Seiji Oguri

In this article, I consider the liability struc-
ture and the capital of central bank. First, as
regards the bank note and the reserve deposit
of central bank, the essential character, the
method of accounting, the misconceptions
about reserve deposit (“Bank can change total
amount of reserves held at central bank”, “Bank
requires reserves to lend”) and the interest on
reserve deposit are examined. Next, the role of
central bank capital, the different types of cen-
tral bank loss(or insolvency) and its possible
solutions, and the capital + financial soundness
of central bank are investigated.

The credibility of central bank is ensured as
the guarantee to redeem its own debt and the
result of its own efforts to maintain the finan-
cial soundness.
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