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DEFINITION AND CONTENT

The monetary base represents the sum of the central bank’s monetary liabilities that are immediately usable for
payments and serve as reserve assets of credit institutions. The monetary base consists of currency in circulation
and reserves held by commercial banks and, since 2012, also by credit unions in accounts with the central bank. Both
items represent the use of the monetary base, i.e. the allocation of its individual components.

The monetary base also reflects the central bank’s relations vis-a-vis other sectors of the economy through its balance
sheet. The counterparts of the monetary base comprise the external sector, the government sector, the banking sector
and the non-bank sector. These factors affecting the level of the monetary base are referred to as the sources of the
monetary base.

The methodology for compiling the monetary base is harmonised at the international level among the member
countries of the International Monetary Fund. The compilation and publication of the monetary base serve mainly for
statistical and comparative purposes.

Basic breakdown of items in the monetary base:

ASSETS

o External sector represents the balance of the central bank’s short-term and long-term assets and liabilities
vis-a-vis non-residents in domestic and foreign currencies. This item includes the foreign exchange position
vis-a-vis domestic banks.

e Government sector expresses the difference between the central bank’s assets and liabilities vis-a-vis the
government sector.

¢ Financial Market Guarantee System consists of the Deposit Insurance Fund and the Resolution Fund.

¢ Claims on non-bank entities, net represent the difference between the central bank’s claims on and loans to
various non-bank entities (e.g. unlicensed banks).

e Other assets, net capture other assets net of other liabilities. Other assets include, for example, tangible and
intangible assets, claims on domestic banks arising from the withdrawal of currency, non-government securities
and equity participations, etc. Other liabilities include, for example, the central bank’s own funds, other deposits
of domestic banks with the central bank and other non-government deposits.
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¢ Volume of sterilisation expresses the sterilisation of excess liquidity of commercial banks and credit unions
where the figure is negative, or the provision of liquidity to banks and credit unions where the figure is positive.

¢ Stand-by facilities include lending and deposit facilities with O/N maturity, which allow individual banks and,
since 2012, also credit unions to fine-tune their daily reserve positions in order to optimise the balance on their
settlement accounts.

o Lombard repo (lending facility): repo operations used to provide liquidity to commercial banks and, since
2012, also to credit unions. The loan is provided against 100% collateral in securities, usually T-bills and
CNB bills. It is remunerated at the Lombard rate. No minimum amount is set.

o Overnight (O/N) deposit (deposit facility): commercial banks and, since 2012, also credit unions may deposit
their excess liquidity with the central bank. The deposit is unsecured and remunerated at the discount rate.
The minimum amount is set at CZK 10 million.

LIABILITIES

e Currency in circulation represents the central bank’s liability arising from banknotes and coins issued and held
in the cash offices and strongrooms of banks and, since 2012, also of credit unions, as well as by the non-bank
public.

¢ Reserves of banks and, since 2012, also of credit unions include required minimum reserves and excess
reserves held in accounts with the central bank.

SOURCES AND METHODOLOGY OF DATA COLLECTION

The monetary base is compiled on the basis of data from the CNB’s balance sheet for analytical purposes.

REPORTING ENTITIES

The reporting entity is the Czech National Bank.
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