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FHEUXaU\ 26, 2021

CenWUal Bank DigiWal CXUUencieV ± Some ConVideUaWionV

IQ WhiV faU-UaQgiQg aQaO\ViV Rf
CeQWUaO BaQk DigiWaO CXUUeQcieV
(CBDC), WheUe iV SOeQW\ WR WhiQk
abRXW aQd digeVW. WRXOd
eYeU\RQe haYe WheiU RZQ CBDC
accRXQW? HRZ ZRXOd a CBDC
iPSacW cRPPeUciaO baQkiQg?
WhaW ZiOO Whe WechQRORg\ ORRk
Oike? TheVe aUe a feZ Rf Whe
TXeVWiRQV UaiVed iQ WhiV aUWicOe
cR-aXWhRUed b\ AQdUeZ FaWeO\, E[ecXWiYe DiUecWRU, FRUeigQ E[chaQge, aW SXPiWRPR MiWVXi
BaQk, aQd SXVaQ JRVeSh, FRXQdeU aQd PUiQciSaO aW SXVaQJRVeShLLC, a cRQVXOWiQg fiUP.

DigiWal cXUUencieV, RYeUall, haYe been a hRW WRSic fRU Whe SaVW WhUee \eaUV, aV eYidenced b\ FigXUe 1
belRZ. While WhiV Wimeline inclXdeV Whe infamRXV ThankVgiYing Rf 2017, Zhen BiWcRin fiUVW hiW Whe
cRllecWiYe cRnVciRXVneVV, Whe demand fRU infRUmaWiRn UegaUding WhiV SURdXcW haV cRnViVWenWl\
incUeaVed RYeU Wime. WiWh Whe annRXncemenW Rf FacebRRk¶V LibUa CRin iniWiaWiYe (UecenWl\ Uenamed
³The Diem´) in Ma\ 2019, inWeUeVW cleaUl\ acceleUaWed WR Whe SRinW ZheUe iW iV nRZ a mainVWUeam WRSic
Rf diVcXVViRn in Whe financial ZRUld. AlmRVW dail\, WheUe aUe VWRUieV Rf anRWheU laUge inVWiWXWiRn
(Pa\Pal, STXaUe, eWc.) WhaW iV diSSing iWV WReV inWR Whe digiWal cXUUenc\ Uealm. WhaW had been
cRnVideUed WabRR jXVW a feZ \eaUV agR haV eYRlYed inWR inWeUeVWing and VeemV headed WRZaUd
UeTXiUed.

FigXUe 1
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WiWh WhiV aV SUelXde, iW VhRXld be nR VXUSUiVe WhaW Ze aUe heaUing mRUe and mRUe abRXW a VXbVeW Rf
digiWal cXUUencieV, cenWUal bank digiWal cXUUencieV (CBDCV). While Whe EXURSean CenWUal Bank iV
meUel\ Whe laWeVW WR diVcXVV Whe iVVXe RSenl\ (Vee ³The FXWXUe Rf MRne\ ± InnRYaWing While
ReWaining TUXVW´ ), WhiV cRnYeUVaWiRn haV been RngRing Vince 2014, Zhen China iniWiaWed iWV DigiWal
CXUUenc\/ElecWURnic Pa\menWV SURjecW in an effRUW WR UedXce iWV Ueliance Rn Whe U.S. dRllaU fRU
inWeUnaWiRnal cRmmeUce.  BXW aUe CBDCV Ueall\ cRming WR a bank neaU \RX VRRn?  TheUe aUe
mXlWiSle UaWiRnaleV fRU naWiRnV WR embaUk Rn WhiV SaWh, alWhRXgh Whe baUUieUV WR a VXcceVVfXl
imSlemenWaWiRn Uemain high.

LeW XV cRnVideU Whe cXUUenW VWaWe Rf VRme Rf Whe ke\ iVVXeV and cRnceUnV WhaW ma\ helS dUiYe Whe
deciViRn. While nRW an e[haXVWiYe liVW, RXU UeYieZ dReV WRXch Rn VeYeUal imSRUWanW cRnVideUaWiRnV:

TechnRlRg\ ± DiVWUibXWed ledgeU (cU\SWR) RU cenWUali]ed ledgeU (WRda\¶V WechnRlRg\)
TaUgeW maUkeW ± InVWiWXWiRnal (ReVeUYe) RU UeWail (PeUVRnal)
SRcieWal gRalV ± A neZ SURdXcW RU a UeSlacemenW fRU caVh

TechQRORg\
We UegXlaUl\ heaU abRXW ZhaW cenWUal bankV aUe dRing ZiWh UeVSecW WR mRneWaU\ SRlic\ acWiYiWieV. In
facW, iW RfWen leadV Whe financial neZV headlineV. In addiWiRn, giYen Whe hXge Uall\ in BiWcRin and RWheU
cU\SWRcXUUencieV, Ze cRnWinXe WR heaU mRUe and mRUe abRXW WhaW maUkeW aV Zell. The cRnYeUgence
Rf WheVe WZR finance/maUkeW WhemeV, neiWheU Rf Zhich iV eiWheU Zidel\ RU Zell XndeUVWRRd, bXW bRWh Rf
Zhich haYe gaUneUed VignificanW headlineV, haV led man\ WR belieYe WhaW Whe\ aUe UelaWed. AV Rf nRZ,
Whe\ aUe nRW diUecWl\ UelaWed, bXW giYen Whe incUeaVe in Whe nXmbeU Rf cenWUal bank VWXdieV and UeSRUWV
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Rn Whe WRSic, iW VeemV a faiU beW WhaW Whe\ Zill be VR gRing fRUZaUd.  In facW, iW VeemV likel\ WhaW cenWUal
bankV, if Whe\ dR mRYe fRUZaUd ZiWh CBDCV, aUe cRXnWing Rn Whe cXUUenW ³Ve[ineVV´ Rf BiWcRin and iWV
Slace in Whe digiWal WUanVacWiRn maUkeWV, WR helS Whem bRWh make WheiU caVe and gain acceSWance and
adRSWiRn aV a diVWanW cRXVin Rf a cU\SWRcXUUenc\.

In hiV gURXndbUeaking SaSeU in 2009 , SaWRVhi NakamRWR, Whe inYenWRU Rf BiWcRin, deVcUibed a
WechnRlRg\²diVWUibXWed ledgeU²Zhich allRZV fRU Whe YeUificaWiRn Rf WUanVacWiRnV ZiWhRXW a WUXVWed
inWeUmediaU\, like a bank RU cenWUal bank. ThiV cRnceSW Rf WUXVWleVV YeUificaWiRn haV been cUXcial in Whe
e[SlRViRn Rf neZ finWech bXVineVVeV, aV Zell aV VeUYing aV Whe XndeUSinning Rf Zh\ a laUge VegmenW
Rf Whe cU\SWRcXUUenc\ XniYeUVe belieYeV VR VWURngl\ in Whe YalXe Rf iWV cXUUencieV. The idea WhaW b\
VimSl\ hRlding a cU\SWRgUaShic ke\, Rne haV acceVV WR an aVVeW WhaW iV XniYeUVall\ agUeed WR be Whe
ke\hRldeUV, ZiWhRXW UeTXiUing an\Whing RWheU Whan Whe blRckchain (cRmSXWeU SURWRcRl) Rn Zhich Whe
aVVeW infRUmaWiRn UeVideV, RffeUV gUeaW aSSeal and (SURYiding Rne dReVn¶W lRVe Whe ke\) VafeW\ Rf Whe
aVVeWV.

SaWRVhi¶V eVVenWial YiViRn ZaV a cU\SWRcXUUenc\ WhaW iV acceVVible WR all UXnning Rn RSen-VRXUce
WechnRlRgieV. IW iV a fiW-fRU-SXUSRVe WUanVacWiRn neWZRUk WhaW ma\ alVR RSeUaWe aV a VRUW Rf ³digiWal
gRld´ WRda\ aV iW becRmeV mRUe Zidel\ adRSWed. The cRmSXWeU neWZRUk iV UefeUUed WR aV Whe BiWcRin
neWZRUk, and Whe cU\SWRcXUUenc\ naWiYe WR iW iV UefeUUed WR aV biWcRin. If \RX haYe a cRmSXWeU, \RX can
acceVV Whe neWZRUk 24/7 and XVe RU WUade \RXU cU\SWRcXUUenc\. PaUWieV \RX dR nRW knRZ aSSURYe Whe
WUanVacWiRnV, and all WUanVacWiRnV aUe SVeXdRn\mRXV, VXch WhaW \RX can WUace WheiU hiVWRU\, bXW nRW
neceVVaUil\ Whe SaUWiciSanWV SeU Ve. NR Rne enWiW\ ³cRnWURlV´ Whe biWcRin neWZRUk RU Whe biWcRin
cU\SWRcXUUenc\. TheUe iV nR cenWUal SRinW Rf failXUe RU VXSeUYiViRn. The biWcRin neWZRUk iV deVigned
ZiWh ceUWain game incenWiYeV and cU\SWRgUaSh\, and WheUe aUe a finiWe nXmbeU Rf biWcRinV in Whe ZRUld.

ImSRUWanW in Whe YiViRn iV WhaW WheUe aUe nR TXalifieUV WR acceVV RU hRld WhiV W\Se Rf financial
inVWUXmenW. SXch UeVWUicWiRnV RccXU if/Zhen \RX begin WR maUU\ biWcRin inWR Whe legac\ financial ZRUld
and acceSW legac\ financial ZRUld cRnVWUainWV (VXch aV cRnYeUViRn WR fiaW cXUUenc\, WUading Rn ceUWain
e[changeV, XVing cXVWRdianV WR hRld \RXU cU\SWR, eWc.). The biWcRin neWZRUk haV RUganicall\ gURZn VR
laUge WhaW iW ZRXld be neaUl\ imSRVVible WR hack iW, dXe WR Whe cRmSXWing SRZeU UeTXiUed WR dR VR, and
WheUein lieV ZhaW VRme cRnVideU WR be VecXUiW\ in XVing Whe neWZRUk. The chaUacWeUiVWicV deVcUibed
abRYe all fall ZiWhin Whe definiWiRn Rf a blRckchain, Zhich iV imSRUWanW WR nRWe and diVWingXiVh Zhen
Whinking abRXW Whe manneU in Zhich CBDCV ma\ deYelRS and Whe W\SeV Rf WechnRlRgieV WhaW Zill
SRZeU Whem.

Of cRXUVe, WR Whe TZiWWeUYeUVe, ZheUe biWcRin and cU\SWRcXUUenc\ ³infRUmaWiRn´ iV ZideVSUead, man\
SeRSle aUe nRW cRnceUned ZiWh Whe WechnRlRg\. RaWheU, Whe\ aUe VimSl\ lRRking WR caVh in Rn ZhaW
VeemV WR be Whe hRWWeVW neZ inYeVWmenW RSSRUWXniW\, albeiW YRlaWile and VSecXlaWiYe, eVSeciall\ nRZ
WhaW FAANG haV VWRSSed URckeWing higheU.
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WiWh WhiV in mind, iW VeemV man\, if nRW mRVW, SeRSle aVVXme WhaW an\ CBDC Zill be a
cU\SWRcXUUenc\ aV Zell. AfWeU all, cU\SWRcXUUencieV aUe RfWen called digiWal cXUUencieV, VR Zh\ ZRXldn¶W
a CBDC be cU\SWRgUaShic in naWXUe. HRZeYeU, iV Whe blRckchain and cU\SWRcXUUenc\, aV deVcUibed
abRYe, Whe YiViRn Rn Zhich cenWUal bankV and RWheUV e[SecW a CBDC Zill Uel\? RaWheU, iW VeemV
UeaVRnable WhaW cenWUal bankeUV ZRXld like WR Uel\ Rn Whe cU\SWRcXUUenc\ ³m\VWiTXe´ WR haYe an\
CBDC gain acceSWance ZiWh Whe SXblic, aV Zell aV Whe inVWiWXWiRnal cRmmXniW\. HRZeYeU, in RUdeU fRU
a CBDC WR be a cU\SWRcXUUenc\ ZiWhin Whe fXll meaning and chaUacWeUiVWicV aV deVcUibed abRYe, iW
ZRXld mean WhaW cenWUal bankV ZRXld need WR XWili]e diVWUibXWed ledgeU (aka blRckchain) WechnRlRg\,
a hXge deSaUWXUe fURm WheiU cXUUenW cenWUali]ed ledgeU fUameZRUk. And giYen cenWUal bankeUV¶
Wendenc\ WR ZanW WR cRmSleWel\ cRnWURl Whe ZRUkingV Rf WheiU RZn cXUUencieV, WhaW meanV Whe\ ZRXld
haYe WR eVVenWiall\ cUeaWe WheiU RZn VegUegaWed RU SUiYaWe blRckchain WR geneUaWe digiWal cXUUencieV,
XVing enWiUel\ diffeUenW WechnRlRgieV Whan WhaW deVcUibed abRYe, XSRn Zhich CBDC WUanVacWiRnV and
Sa\menWV ZRXld RccXU.

ThiV need fRU a SUiYaWe W\Se Rf neWZRUk and aVVRciaWed digiWal cXUUenc\ iV UeaVRn enRXgh WR deWeU
majRU cRXnWUieV¶ cenWUal bankV fURm SXUVXing a cU\SWR YaUieW\, alWhRXgh China¶V DigiWal CXUUenc\
ElecWURnic Pa\menW (DCEP) iV RVWenVibl\ being cUeaWed in jXVW VXch a fRUmaW. BXW WheUe aUe RWheU
UeaVRnV aV Zell WhaW SRinW WR a cU\SWR CBDC being YeU\ Xnlikel\. CRnVideU, WUilliRnV Rf dRllaUV¶ ZRUWh Rf
WUanVacWiRnV and Sa\menWV aUe cXUUenWl\ made Rn a dail\ baViV, ZiWh an e[WUemel\ high UaWe Rf
SUeciViRn and cRnfidence, XVing cenWUal ledgeU WechnRlRg\. And giYen Whe dUamaWic decline in Whe
cRVW Rf cRmSXWing SRZeU and VWRUage, WheUe aUe Ueall\ nR imSedimenWV WR gURZing WhRVe ledgeUV
mXch laUgeU. In RWheU ZRUdV, cenWUal bankV, Zhich aUe amRng Whe mRVW cRnVeUYaWiYe Rf all
inVWiWXWiRnV, ZRXld need WR Wake a gUeaW leaS Rf faiWh WhaW embaUking Rn a neZ WechnRlRg\ ZRXld
UeVXlW in a VignificanWl\ beWWeU RXWcRme Whan VRmeWhing WhaW haV been ZRUking effecWiYel\ fRU man\
\eaUV.

If Ze UXle RXW Whe idea WhaW an\ CBDC iV gRing WR be a cU\SWRcXUUenc\, iW begV Whe TXeVWiRn, ZhaW iV
Whe SUimaU\ gRal Rf cUeaWing VXch a digiWal inVWUXmenW?

TaUgeW MaUkeW
The Bank fRU InWeUnaWiRnal SeWWlemenWV (BIS) iV RfWen deVcUibed aV Whe cenWUal bankV¶ cenWUal bank,
and fURm iWV headTXaUWeUV in BaVel, SZiW]eUland, WheUe iV nR TXeVWiRn WhaW iW iV Rne Rf Whe mRVW Zidel\
UeVSecWed financial inVWiWXWiRnV Rn Whe SlaneW. NRW Rnl\ dReV iW helS SURmXlgaWe glRbal banking UXleV
WR helS cRXnWUieV mainWain financial VafeW\, bXW iW alVR dReV a VignificanW amRXnW Rf fiUVW-UaWe UeVeaUch
Rn bRWh ecRnRmicV and finance. In 2018, Whe BIS SXbliVhed an e[WUemel\ inWeUeVWing SaSeU Rn Whe
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VXbjecW, VimSl\ enWiWled ³Central bank digital currencies” . One Rf Whe feaWXUeV highlighWed in WhiV
SaSeU iV a cUiWical cRnVideUaWiRn fRU cenWUal bankV in WhiV diVcXVViRn, namel\, ZhR iV Whe WaUgeW maUkeW
fRU WheVe SURSRVed cXUUencieV.

TRda\, cenWUal bankV VeUYe Whe URle Rf mRneWaU\ SRlic\ VWeZaUdV and lendeUV Rf laVW UeVRUW. Once
Whe\ deYelRS digiWal cXUUencieV, Whe eVVence Rf Whe TXeVWiRn idenWified b\ BIS iV ZhaW iV Whe URle Rf
CBDCV? Will CBDCV e[iVW VRlel\ in Whe cenWUal bank/cRmmeUcial bank ne[XV, eVVenWiall\ aV anRWheU
fRUm Rf bank UeVeUYeV cRnWinXing Whe cXUUenW banking fUameZRUk, RU Zill CBDCV be RSened XS WR Whe
SRSXlaWiRn aW laUge, ZiWh each ciWi]en in a naWiRn RSening (RU UeceiYing) an accRXnW aW Whe cenWUal
bank in WheiU RZn name, Zhich Zill haYe diUecW acceVV WR WheVe CBDCV?  Make nR miVWake, WhiV iV a
hXge deciViRn ZiWh VignificanW SRWenWial UamificaWiRnV WhaW can change Whe financial and SRliWical
landVcaSe aURXnd Whe ZRUld. CRnVideU, Whe abiliW\ Rf a cenWUal bank WR diUecWl\ Slace fXndV inWR Whe
ecRnRm\ b\ meanV Rf cUediWing CBDC accRXnWV diUecWl\ ZRXld be Whe biggeVW change Rf mRneWaU\
SRlic\ in hiVWRU\. GRing fRUZaUd, Ze Zill deVcUibe Whe fRUmeU idea aV ReVeUYe CBDCV and Whe laWWeU
aV PeUVRnal CBDCV.

ReVeUYe CBDCV
In WUXWh, RWheU Whan aV a SURYing gURXnd fRU Whe cRnceSW Rf hRZ CBDCV Zill ZRUk, Whe idea Rf a
ReVeUYe CBDC makeV liWWle VenVe. NRWe WhaW bankV alUead\ WUade UeVeUYeV amRng each RWheU aV
needed, in RUdeU WR manage WheiU balance VheeWV, aV Zell aV WUading Whem ZiWh Whe cenWUal bank Rf
WheiU hRme cRXnWU\. All Rf WhiV acWiYiW\ WakeV Slace Yia elecWURnic debiWV and cUediWV, all Rf iW ZRUkV
VmRRWhl\ ZiWhRXW fXnding RU VeWWlemenW iVVXeV, and Whe cenWUal bank alUead\ haV cRmSleWe
infRUmaWiRn UegaUding Zhich bank iV dRing ZhaW. GiYen Whe cXUUenW VWaWe, e[acWl\ ZhaW ZRXld a
ReVeUYe CBDC bUing WR Whe Wable? CeUWainl\, WheUe ZRXld be liWWle, if an\, imSURYemenW in efficienc\ Rf
WUanVacWiRnV, nRU in Whe infRUmaWiRn aYailable WR Whe cenWUal bank UegaUding indiYidXal bank SRViWiRnV.

CRnVideU Whe Za\ mRneWaU\ SRlic\ iV cXUUenWl\ SURmXlgaWed in a fUacWiRnal UeVeUYe banking V\VWem
(Whe cXUUenW glRbal banking fUameZRUk):

1. The cenWUal bank decideV iW ZanWV WR incUeaVe Whe amRXnW Rf mRne\ in Whe V\VWem (incUeaVe
QE).

2. The cenWUal bank gReV WR Whe maUkeW and SXUchaVeV gRYeUnmenW bRndV fURm Whe cRmmeUcial
bankV in iWV neWZRUk, Sa\ing ZiWh neZl\ cUeaWed bank UeVeUYeV and UeceiYing Whe bRndV in
e[change.

The cenWUal bank UelieV Rn cRmmeUcial bankV WR lend mRne\ WR clienWV, Zhich iV When VSenW and
UedeSRViWed and VSenW again« XnWil WhRVe neZ UeVeUYeV haYe been cRnYeUWed inWR XVable
fXndV (aV a mXlWiSle Rf Whe UeVeUYeV) in Whe V\VWem.
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1. HRZeYeU, if Whe cRmmeUcial bankV dR nRW Vee VXfficienW demand fRU lRanV WhaW meeW WheiU
UeWXUn WaUgeWV, Whe\ ma\ VimSl\ UedeSRViW WhRVe UeVeUYeV aW Whe cenWUal bank fRU a mRdeVW
inWeUeVW Sa\menW, bXW, imSRUWanWl\, nR addiWiRnal UiVk.

2. In WhiV VcenaUiR, neZ mRne\ neYeU enWeUV Whe ecRnRm\ and Whe WUanVmiVViRn mechaniVm
XSRn Zhich Whe cenWUal bank UelieV failV.

NRZ, aVk \RXUVelf if a change WR ReVeUYe CBDCV Zill alWeU WhiV eTXaWiRn? The anVZeU iV cleaUl\ nR. 
Changing Whe fRUm Rf bank UeVeUYeV Zill nRW change WheiU XVe RU aYailabiliW\.

HRZeYeU, aV a SURYing gURXnd, WheiU XVe cRXld Zell be Whe fiUVW VWeS in a SURceVV fURm Whe cXUUenW
VWaWe Rf affaiUV WR Whe eYenWXal eliminaWiRn Rf caVh, Zhich haV hXge VRcieWal imSlicaWiRnV. AW Whe Vame
Wime, if a cenWUal bank ZeUe inclined WR XVe blRckchain WechnRlRg\, UaWheU Whan Whe cXUUenW cenWUali]ed
ledgeUV, a CBDC ZRXld be Zell-Slaced WR acW aV a fiUVW WRRl in an\ WUanVfRUmaWiRn WR baVing V\VWemV
Rn neZ WechnRlRg\, VXch aV blRckchain. GiYen Whe XlWUacRnVeUYaWiYe WendencieV Rf cenWUal bankV (aW
leaVW Zhen iW cRmeV WR WechnRlRgical changeV), Whe UelaWiYel\ clRVed XniYeUVe Rf a naWiRn¶V banking
UeVeUYe V\VWem cRXld be a SeUfecW SURYing gURXnd, eVSeciall\ Zhen UXn in SaUallel ZiWh Whe cXUUenW
V\VWem, WR allRZ cenWUal bankV WR becRme mRUe cRmfRUWable ZiWh a neZ WechnRlRg\ Zhile debXgging
iW and deWeUmining Whe mRVW effecWiYe Za\V WR XVe iW WR fXUWheU WheiU SRlic\ gRalV. BXW iW beggaUV belief
WhaW Whe cenWUal bank cRmmXniW\ ZRXld inYeVW Whe Wime and mRne\ neceVVaU\ WR SURYe a neZ
WechnRlRg\ WR VimSl\ UeSlace a WechnRlRg\ WhaW haV been SURYen WR ZRUk ZiWhRXW SURblem fRU \eaUV.
Which bUingV XV WR:

PeUVRQaO CBDCV
PeUVRnal CBDCV, Rn Whe RWheU hand, ZRXld RffeU dUamaWic neZ SRlic\ RSWiRnV fRU cenWUal bankV
Zhich cRXld change Whe Za\ mRneWaU\ SRlic\ iV imSlemenWed in Whe fXWXUe, aV Zell aV Whe naWXUe Rf
ZhaW cRmmeUcial banking meanV.

In WhiV VcenaUiR, if a cenWUal bank cUeaWed a PeUVRnal CBDC and cUeaWed an accRXnW aW Whe cenWUal
bank fRU each ciWi]en diUecWl\, Zhen WhaW cenWUal bank ZanWV WR incUeaVe Whe amRXnW Rf mRne\, Whe
neZ SURcedXUe ZRXld be aV fRllRZV:

1. The cenWUal bank decideV iW ZanWV WR incUeaVe Whe amRXnW Rf mRne\ in Whe V\VWem (nR QE
neceVVaU\).

2. The cenWUal bank diUecWl\ cUediWV each PeUVRnal CBDC accRXnW ZiWh fXndV.

TheVe fXndV aUe immediaWel\ aYailable WR be VSenW, UaWheU Whan haYing WR cRme fURm a lending
UelaWiRnVhiS ZiWh a cRmmeUcial bank.

1. AV WheVe fXndV aUe VSenW, Whe cenWUal bank can be cRnfidenW WhaW Whe mRneWaU\ amRXnW Rf
ecRnRmic acWiYiW\ Zill incUeaVe. The UiVk, Rf cRXUVe, iV WhaW acWXal ecRnRmic acWiYiW\ ma\ nRW
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incUeaVe, and SUice inflaWiRn Zill UeVXlW. ThiV, hRZeYeU, iV a diffeUenW iVVXe, and Rne ZheUe,
giYen Whe UecenW 40-\eaU hiVWRU\ Rf diVinflaWiRn, mRVW cenWUal bankV aUe ZRUking feYeUiVhl\ WR
mRYe in Whe diUecWiRn Rf higheU SUiceV. AV VXch Whe\ aUe Xnlikel\, aW leaVW iniWiall\, WR heViWaWe.

AV iV manifeVWl\ cleaU b\ lRRking aW Whe WZR e[amSleV, Whe cUeaWiRn Rf a PeUVRnal CBDC Zill giYe
cenWUal bankV a VXbVWanWial incUeaVe in cRnWURl RYeU Whe mRneWaU\ leYeUV in Whe ecRnRm\, ZiWh Whe
abiliW\ WR diUecWl\ inflXence VSending deciViRnV. ThiV iV a UeYRlXWiRnaU\ WUanVfRUmaWiRn in mRneWaU\
SRlic\, and Rne WhaW iV Xnlikel\ WR be made ZiWhRXW VignificanW VWXd\ and cRnVideUaWiRn. HRZeYeU, iW
VeemV ineYiWable WhaW WhiV iV Whe fXWXUe. Which bUingV XV WR Whe final TXeVWiRn, ZhaW aUe Whe gRalV WR
be achieYed ZiWh WhiV majRU change?

SRcieWaO GRaOV
MRneWaU\ SRlic\ dReV nRW e[iVW ZiWhin a YacXXm, and cenWUal bankV, UegaUdleVV Rf ZhaW Whe\ ZRXld
haYe \RX belieYe, aUe nRW WUXl\ indeSendenW. In Whe U.S., and in WUXWh in all WeVWeUn ecRnRmieV,
cenWUal bankV RZe WheiU e[iVWence WR Whe legiVlaWiYe bUanch Rf gRYeUnmenW. The idea behind cenWUal
bank indeSendence ZaV cUeaWed aV a defenVe mechaniVm VR gRYeUnmenWV ZRXld nRW be able WR
RUdeU mRUe caVh SUinWed WR Sa\ fRU WheiU ZiVh liVWV. We haYe Veen Whe UeVXlWV Rf WhiV SURceVV, ZiWh
Vene]Xela meUel\ Whe laWeVW, in a lRng line Rf naWiRnV WhaW haYe VXccXmbed WR Whe WemSWaWiRn and
deVWUR\ed WheiU ecRnRm\.

WiWh WhaW in mind, inWURdXcWiRn Rf a PeUVRnal CBDC Zill haYe man\ SRWenWial knRck-Rn effecWV, nRW
leaVW Rf Zhich iV Whe SRVVible lRVV Rf Whe Rne WUXe anRn\mRXV WUanVacWiRn Yehicle WhaW iV VWill Zidel\
acceSWed. PUiRU WR Whe inWURdXcWiRn Rf a WRRl Rf WhiV SRWenWial SRZeU, WheUe Zill need WR be an e[WenViYe
diVcXVViRn Rf Whe deViUed gRalV. IV Whe PeUVRnal CBDC VimSl\ a mRUe effecWiYe WRRl fRU imSlemenWing
mRneWaU\ SRlic\, aV deVcUibed abRYe? OU Zill iW be XVed WR Uein in Whe SRZeU Rf Whe cRmmeUcial
banking VecWRU? Will iW be Veen aV Whe gaWeZa\ WR a caVhleVV VRcieW\, VRmeWhing WhaW haV been Rn
man\ gRYeUnmenWV¶ ZiVh liVWV fRU TXiWe VRme Wime? WhaW haSSenV WR VRcieWieV aV Ze knRZ Whem?
Will iW RffeU Whe abiliW\ WR WUack eYeU\ UemiW fRU eYeU\ ciWi]en? Will iW diVenfUanchiVe WhRVe ciWi]enV ZhR
dR nRW ZanW WR SaUWiciSaWe RU cannRW SaUWiciSaWe in Whe banking ZRUld WRda\? And if iW diVenfUanchiVeV
ciWi]enV, aUe Whe RneV mRVW hXUW WhRVe ZhR aUe mRVW aW UiVk alUead\ in WRda\¶V VRcieWieV? Will WhiV
lead WR ciYil XnUeVW and XlWimaWel\ a UiVkieU ZRUld Rn all cRXnWV? WhaW RWheU cRnVeTXenceV, ZheWheU
inWenWiRnal RU XninWended, mighW aUiVe? DeVSiWe Whe gUaYiW\ Rf WhiV liVW Rf TXeVWiRnV, hRZeYeU, Whe\ aUe
RXWVide Whe VcRSe Rf WhiV anal\ViV.

WhaW HaSSeQV WR CRPPeUciaO BaQkV?
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The fiUVW iVVXe WR addUeVV iV ZhaW Zill haSSen WR Whe cRmmeUcial banking VecWRU in Whe eYenW WhaW
PeUVRnal CBDCV becRme a UealiW\. ThiV TXeVWiRn iV WRR geneUal, hRZeYeU, WR anVZeU in WhiV fRUm. 
The cRmmeUcial banking VecWRU iV Ueall\ bifXUcaWed inWR WZR main gURXSV: Whe glRbal megabankV
(e.g., JPMRUgan ChaVe, CiWibank, Bank Rf AmeUica, BaUcla\V, HSBC, DeXWVche Bank, eWc.) and Whe
VecRnd-WieU and VmalleU bankV. CRnVideU, in Whe U.S. alRne, aV Rf DecembeU 31, 2019, WheUe ZeUe
5,177 cRmmeUcial and VaYingV bankV , bXW Rnl\ Vi[ Rf Whem Uank in Whe 50 laUgeVW in Whe ZRUld (JPM,
CiWi, WellV, BRA, GRldman SachV and MRUgan SWanle\). The Vame ViWXaWiRn RbWainV in mRVW naWiRnV,
ZiWh a handfXl Rf naWiRnal chamSiRnV WhaW VWUide Whe glRbal VWage, and a laUge nXmbeU Rf VmalleU
UegiRnal and lRcal bankV WhaW haYe liWWle WR dR ZiWh Whe WUanVmiVViRn Rf mRneWaU\ SRlic\ and aUe alVR
Whe WaUgeW Rf cRnVRlidaWiRn b\ cenWUal bankV all RYeU Whe ZRUld. AfWeU all, Whe mRUe bankV in e[iVWence,
Whe haUdeU iW iV fRU cenWUal bankV WR UegXlaWe Whem effecWiYel\ and bUing RYeUVighW WR beaU Rn each
Rne.

AddiWiRnall\, Whe megabankV SeUfRUm man\ RWheU WaVkV, inclXding lending laUge amRXnWV Rf mRne\ WR
cRUSRUaWe clienWV Yia lRan V\ndicaWeV, SURYiding VXSSl\-chain and SURjecW finance, aV Zell aV SUicing
and WUading UiVk managemenW SURdXcWV fRU bRWh Whe cRUSRUaWe and inYeVWmenW VecWRUV Rf Whe
ecRnRm\. MeanZhile, Whe VmalleU bankV fRcXV Rn a VmalleU clienWele, ZiWh lRcal bXVineVVeV Veeking
Vmall lRanV and VRme mRUe mXndane bank VeUYiceV, like lRckbR[eV RU VimSl\ caVh managemenW.

While iW iV SRVVible WhaW a cenWUal bank ZRXld RSen an accRXnW in each ciWi]en¶V name, iW VeemV faU
mRUe likel\ WhaW Whe cXUUenW banking VecWRU Zill be managing WhaW SURceVV Rn an agenc\ baViV fRU Whe
cenWUal bankV. In RWheU ZRUdV, \RXU cXUUenW checking accRXnW ma\ be cRnYeUWed WR digiWal dRllaUV, bXW
iW Zill VWill UeVide aW \RXU cXUUenW bank. ThiV Zill allRZ Whe cenWUal bank WR mainWain Whe SRlic\ iniWiaWiYeV
iW VeekV, ZiWhRXW Whe haVVle Rf Whe enWiUe accRXnW-RSening/KnRZ YRXU CXVWRmeU (KYC) SURceVVeV
WhaW cXUUenWl\ abVRUb VR mXch Wime and UeVRXUceV Rf Whe banking cRmmXniW\.  NaWXUall\, cRmmeUcial
bankV Zill nRW be dRing WhiV fRU fUee, bXW if and Zhen digiWal dRllaUV (RU eXURV RU \en) aUe Whe cRin Rf
Whe Uealm, indiYidXalV Zill haYe nR chRice bXW WR Sa\ fRU Whe VeUYice.

The ne[W Whing WR cRnVideU iV Whe cRVW Rf Whe neZ SURceVV. RemembeU, if Whe cenWUal bank¶V gRal iV WR
encRXUage ecRnRmic acWiYiW\, (i.e., VSending), When Whe mRVW likel\ SRlic\ Zill be negaWiYe inWeUeVW
UaWeV Rn all balanceV abRYe VRme WhUeVhRld, SRWenWiall\ $500-$1,000, neceVVaU\ fRU da\-WR-da\
VSending acWiYiWieV b\ indiYidXalV. HRlding mRUe Whan WhaW in \RXU accRXnW Zill be deemed
inaSSURSUiaWe WR Whe cenWUal bank¶V VWaWed gRalV, and Zill aWWUacW a negaWiYe inWeUeVW UaWe, in SeUSeWXiW\.
AddiWiRnall\, VXbWUacW fURm WhaW UaWe Whe agenc\ bank¶V feeV and Whe UeVXlW iV WhaW hRlding caVh in an
accRXnW Zill be a lRVing SURSRViWiRn. AV VXch, Whe chRice Zill be WR VSend RU inYeVW, bRWh Rf Zhich aUe
ke\ feaWXUeV Rf mRneWaU\ SRlic\ WUanVmiVViRn.

ReSOacePeQW fRU CaVh
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The naWXUal cRnVeTXence Rf WhiV SURceVV iV Whe eYenWXal eliminaWiRn Rf caVh, ZiWh PeUVRnal CBDCV
becRming Whe Rnl\ acceSWable WUanVacWiRn mediXm. While digiWal dRllaUV Zill mainWain WheiU YalXe YiV-
j-YiV Whe caVh W\Se, aW VRme SRinW Whe\ Zill be Whe Rnl\ chRice. AV ZaV fiUVW highlighWed b\ ecRnRmiVW
KenneWh RRgRff in hiV 2016 bRRk, The Curse of Cash, WheUe haV been a gURZing mRYemenW b\ WhRVe
in Whe SRlic\making VSheUe WR eliminaWe caVh XndeU Whe belief WhaW iW Zill bRWh UedXce cUime and
incUeaVe Wa[ UeYenXeV. While Whe fRUmeU VeemV Xnlikel\ (cUiminalV Zill alZa\V find VRme RWheU Za\ WR
Sa\ RU be Said fRU WheiU acWiYiWieV, ZiWh gRld RU cU\SWRcXUUencieV cRming WR mind), Whe laWWeU ma\ haYe
VRme YalidiW\. AfWeU all, if PeUVRnal CBDCV aUe Whe Rnl\ Za\ WR Sa\ fRU gRRdV RU VeUYiceV, When eYeU\
WUanVacWiRn Zill be UecRUded in a Za\ WhaW RffeUV Whe SRVVibiliW\ Rf WUacking, and ZheUe Wa[eV aUe dXe,
Whe gRYeUnmenW Zill be aZaUe and able WR leY\ Vaid Wa[. TheUe iV alUead\ a gURZing XndeUVWanding
WhaW RXU inWeUacWiRnV and WUanVacWiRnV aUe WUacked WR a laUge degUee WhURXgh VRcial media, aSSV,
deYiceV, and cRmmXnicaWiRnV. Adding fXll\ WUacked UemiWWanceV WR Whe eTXaWiRn fXUWheU XSV WhaW anWe
and cUeaWeV VXUYeillance eYeU\ Wime \RX mRYe \RXU cXUUenc\. PUiYac\-UighWV adYRcaWeV Zill ceUWainl\
Zeigh in Rn WhiV W\Se Rf V\VWem.

Of cRXUVe, in WRda\¶V enYiURnmenW Rf maVViYe financial ineTXaliW\, aV Zell aV Whe RVWenVible cRnceUnV
Rf Whe diVenfUanchiVemenW Rf Whe SRUWiRn Rf Whe SRSXlaWiRn WhaW dReV nRW XVe banking VeUYiceV aW all
(eVWimaWed aW 6% in Whe U.S.  and 31.5% ZRUldZide ), CBDCV ma\ cUeaWe mRUe SURblemV Whan Whe\
VRlYe fRU a laUge SRUWiRn Rf Whe SRSXlaWiRn.

AnRWheU iVVXe WhaW haV been UaiVed iV WhaW cenWUal bankV ZRXld be XnZilling WR lRVe Whe VeignRUage
WhaW accUXeV Zhen Whe\ SUinW caVh. AV SeU Whe O[fRUd EngliVh DicWiRnaU\, VeignRUage iV Whe SURfiW
made b\ a gRYeUnmenW (Uead cenWUal bank) b\ iVVXing cXUUenc\, eVSeciall\ Whe diffeUence beWZeen
Whe face YalXe Rf Whe cRinV and WheiU SURdXcWiRn cRVWV. Of cRXUVe, WRda\, giYen WhaW Whe bXlk Rf caVh
cUeaWed iV SaSeU, and in Whe U.S. (and ZRUldZide) Whe bXlk Rf WhaW iV $100 billV, Whe diffeUence
beWZeen Whe cRVW Rf SUinWing and Whe YalXe accUXed iV hXge. AccRUding WR Whe FedeUal ReVeUYe, aV Rf
NRYembeU 11, 2020, WheUe ZaV $2.01 WUilliRn Rf FedeUal ReVeUYe NRWeV (caVh) in ciUcXlaWiRn.   ThaW
meanV WhaW Whe gRYeUnmenW haV gRWWen $2.01 WUilliRn, leVV SUinWing cRVWV, fURm Whe XVeUV Rf WhaW caVh.
CenWUal bankV Zill nRW Zillingl\ cede WhaW mXch YalXe. HRZeYeU, in Whe CBDC ZRUld, Ze belieYe WhaW
cenWUal bankV Zill be beWWeU Rff Whan Whe cXUUenW ViWXaWiRn. AfWeU all, Whe maUginal cRVW Rf cUeaWing a
CBDC dRllaU iV eVVenWiall\ ]eUR. AV VXch, Ze dR nRW belieYe WhiV Zill be a cRnceUn in Whe SURceVV.

OWheU IVVXeV aQd CRQceUQV
One Rf Whe mRVW cRmmRn UeVSRnVeV WR Whe idea Rf Whe eliminaWiRn Rf caVh and iWV UeSlacemenW b\
CBDCV iV WhaW SeRSle Zill VimSl\ cRnYeUW WR WUXe cU\SWRcXUUencieV, ZiWh BiWcRin UeWaining iWV cXUUenW
SUeeminence in Whe VSace. HRZeYeU, Whe naWXUal UeVSRnVe Rf gRYeUnmenW in WhiV caVe Zill be WR
VimSl\ RXWlaZ Whe cRnYeUViRn Rf CBDCV inWR cU\SWRcXUUencieV. SR, Zhile Whe\ ma\ nRW be able WR

7 8
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eliminaWe BiWcRin, Whe\ can ceUWainl\ deYalXe iW VignificanWl\. In iWV cXUUenW cRnVWUXcW, BiWcRin iV nRW a
YeU\ effecWiYe WUanVacWiRn mediXm, and inVWead iW haV gained faYRU aV a VSecXlaWiYe inYeVWmenW
Yehicle. HRZeYeU, if WheUe iV nR abiliW\ WR cRnYeUW Whe SRWenWial gainV Rn VSecXlaWiRn inWR Whe cRin Rf
Whe Uealm, inWeUeVW in BiWcRin, and eYeU\ cU\SWRcXUUenc\, Zill almRVW ceUWainl\ Zane VignificanWl\. While
WUXe belieYeUV ma\ cRnWinXe WR SURmRWe cU\SWRcXUUencieV in WhiV enYiURnmenW, iW VeemV Xnlikel\ WhaW
WhiV Zill be a majRUiW\ YieZ.

The RWheU ke\ TXeVWiRn iV ZhaW Zill haSSen WR Whe indiYidXalV ZhR aUe nRW cXUUenWl\ SaUW Rf Whe
banking V\VWem? AUgXabl\, Whe\ Zill be fRUced WR RSen a bank accRXnW Rf VRme W\Se, and WR Whe
e[WenW WhaW a cenWUal bank iV Zilling WR Veed WhRVe accRXnWV ZiWh ³fUee´ mRne\, iW iV a SRZeUfXl
incenWiYe fRU Whem WR dR VR. One cRnVeTXence Rf WhiV, giYen Whe abVRlXWe KYC UeTXiUemenW Rf WhRVe
SeRSle WR VhRZ aW leaVW Rne fRUm Rf idenWificaWiRn in RUdeU WR RSen Vaid accRXnW, iV WhaW Whe SRliWical
UamificaWiRnV cRXld be laUge. AfWeU all, neiWheU SaUW\ can claim WhaW YRWeU ID laZV diVcUiminaWe aV
eVVenWiall\ eYeU\Rne Zill be UeTXiUed WR haYe VRme W\Se Rf ID VimSl\ WR liYe WheiU liYeV and VSend
mRne\. SecRndl\, WheUe cRXld be an emeUgence Rf a VhadRZ banking maUkeW fRU WhRVe indiYidXalV
ZhR dR nRW ZanW WR RU aUe nRW able WR SaUWiciSaWe, ZiWh iWV RZn VeW Rf UiVkV and UeZaUdV Zhich ma\
inclXde a ceUWain incUeaVed amRXnW Rf ciYil XnUeVW and inVWabiliW\.

Finall\, Zhile FedeUal ReVeUYe ChaiUman JeURme PRZell haV been XneTXiYRcal, WhXV faU, in hiV claim
WhaW a negaWiYe inWeUeVW UaWe SRlic\ (NIRP) Zill nRW be SaUW Rf U.S. mRneWaU\ SRlic\, aV e[Slained
abRYe, iW VeemV highl\ likel\ WhaW NIRP Zill be cRming WR Whe U.S. if and Zhen CBDCV becRme a
UealiW\. And Zhile Whe Wiming iV XncleaU, all WhingV SRinW WR jXVW WhaW RXWcRme.

CRQcOXViRQV
CU\SWRcXUUencieV haYe SlXVeV and minXVeV, nRW Whe leaVW Rf Zhich aUe a change in Whe cXUUenW SRZeU
VWUXcWXUe Rf mRneWaU\ SRlic\. PeUVRnal CBDCV, WhRXgh nRW cU\SWRcXUUencieV, Zill allRZ a gUeaWeU
degUee Rf cRnWURl b\ cenWUal bankV RYeU nRW Rnl\ Whe bURad mRneWaU\ aggUegaWeV, bXW Whe VSending
b\ indiYidXalV, aV Zell aV helS gRYeUnmenW Wa[ SRlic\ becRme faU mRUe effecWiYe. If Ze knRZ nRWhing
elVe abRXW gRYeUnmenWV, iW iV WhaW Whe abiliW\ WR incUeaVe WheiU cRnWURl RYeU WheiU ciWi]enV iV,
eYeU\ZheUe, a WaciW gRal, and Rne WhaW PeUVRnal CBDCV aUe likel\ WR VignificanWl\ enhance. The
WUade-Rff ma\ be, hRZeYeU, a mRUe VXUYeilled ZRUld ZheUe eYeU\ WUanVacWiRn can be WUaced, and Whe
deYelRSmenW Rf a VhadRZ banking ecRnRm\ Zhich ma\ RffeU a diffeUenW VeW Rf UiVkV/UeZaUdV and Whe
SRWenWial fRU ciYil XnUeVW.

WelcRme WR Whe fXWXUe!

CBDC UefeUenceV:
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