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Abstract

The central bank is responsible for the monetary polices which one of
its aims is to get a flexible and stable exchange rate, establishing a reserve from
the foreign exchange as well as managing these reserves in a way that guarantee
the stability of the foreign exchange market.

This study tackle the problem of adoption of different and various
polices by the central bank towards marketing exchange and investigates to what
extent these polices contribute on the stability and the creation of a unified
foreign exchange market.

The hypotheses of the study are: There is a relation between polices of
the central bank and the demand to the foreign exchange and there is another
relation between these polices and the supply of the foreign exchange/ hard
currency.

To achieve the objectives the researcher adopted the descriptive
analytical approach and the use of questionnaire to collect the data from sample.
The study found out that the polices applied by the central bank affect on foreign
exchange demand .There is also a relation between them and the supply of the
foreign exchange which increase the demand of the foreign exchange .The
increasing of the demand to the foreign exchange results from the increasing
demand to the imported goods which responsible for the deterioration of the
currency value (the pound). The decreasing of the exports and the expanding of
the imports affect negatively on the exchange rate .The central bank polices hinder
the dealing and the movement of the foreign shares /capitals.

The study recommends the following: The central banks should encourage
the imports that provide hard currency; the increase of its supply will affect
positively on the exchange rate. The polices should also include the decreasing of
imports and establishing polices that aims to create additional resources of the
foreign exchange by which the exchange rate remains stable and guarantee a
sufficient reserve from the foreign exchange in the central bank that can fulfill the
different purposes of money to help in establishing the stability of the exchange
rate.
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