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Introduction

A number of major central banks are actively exploring whether they 

might issue digital currencies of their own. 

Although, providing greater access to digital forms of central bank 

liabilities is not an entirely new idea* the recent debate has been 

motivated by a number of factors. 

These include, among others, : 

• interest in technological innovations for the financial sector; 

• the emergence of new entrants into payment services and 

intermediation;

• increasing attention to so-called private digital tokens;

• financial inclusion; and 

• declining use of cash in a few countries. 

*eg Tobin (1985)
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Is cash really disappering?
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Card payments and cash demand

5



Cash still rules in many places
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Possible objectives and motivations for CBDC

• A central bank may have multiple objectives for issuing CBDC, such as   

o promoting a sound payment system;

o maintaining monetary and financial stability;

o objectives related to capital markets development and financial 

inclusion.

• Frequently cited motivations are the provision of

o settlement instrument for potential DLT-based clearing and 

settlement platforms;

o digital central bank alternative to cash for use by consumers.

But, the question is ?                     



How to define and design CBDC?

Bech and Garratt’s money flower

introduces a taxonomy of money 

that is based on four key 

properties: 

• issuer (central bank or other); 

• form (electronic or physical); 

• accessibility (universal or 

limited); and 

• transfer mechanism 

(centralised or decentralised). 
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How to define and design CBDC?              2

This distinguishes CBDCs from other 

existing forms of electronic central 

bank money, such as reserves, 

which are exchanged in a centralized 

fashion across accounts at the 

central bank. 

The flower distinguishes between 

two possible forms of CBDC: 

• a widely available, consumer-

facing payment instrument 

targeted at retail transactions; 

and

• a restricted-access, digital 

settlement token for wholesale 

payment applications.
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How to define and design CBDC? 3

• Potentially a new form of digital central bank money that can be 

distinguished from reserves or settlement balances held by commercial 

banks at central banks. 

• Various design choices are possible for a CBDC, including: 

- access (widely vs restricted); 

- degree of anonymity (ranging from complete to none); 

- operational availability (ranging from current opening 

hours to 24 hours a day and seven days a week); and 

- interest bearing characteristics (yes or no).

• Many forms of CBDC are possible, with different implications for 

payment systems, monetary policy transmission as well as the 

structure and stability of the financial system. The different 

combinations of features mean that there are many potential CBDC 

variants. 
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How to define and design CBDC? 4
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The different combinations of features mean that there are many 
potential CBDC variants. 



A Wholesale variant and a general purpose CBDC      1

A wholesale CBDCs, combined with the DLT, may increase settlement 

efficiency for transactions involving securities and derivatives.

However, currently proposed implementations for wholesale payments 

look generally similar to, and not clearly superior to, existing 

infrastructures. 

The main argument made is that settlement systems for financial 

transactions could be made more efficient: 

• In terms of operational costs and use of collateral and liquidity;

• More secure by using wholesale CBDC. 
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A Wholesale variant and a general purpose CBDC      2

Some central banks have been conducting experiments involving 
CBDC and its underlying technology (DLT)for various reasons such 
as; 

• to meet evolving needs from financial markets and to ensure an 
overall stable and sound financial system, 

• it could improve the application of rules aimed at anti-money 
laundering and countering the financing of terrorism (AML/CFT), 
and possibly help reduce informal economic activities,

• to improve financial inclusion. 

13



A Wholesale variant and a general purpose CBDC       3

If and when the use of cash declines 

significantly, a general purpose 

CBDC  could be one argument to 

provide a safe, robust and 

convenient payment instrument. 

For example, this is the case in 

Sweden and the Riksbank of Sweden 

started a project aimed at examining 

whether the krona needs to be 

issued in an electronic form, an “e-

krona”. If the Riksbank decides to 

issue an e-krona, it would not be to 

replace cash, but so that the e-

krona could act as a complement to 

cash.
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A Wholesale variant and a general purpose CBDC       3

While specifics will vary according to a country’s circumstances and 

economic conditions, payment-related motivations for issuing CBDC 

appear at the moment not to be compelling for most jurisdictions. 

The growing use of electronic means of payment has generally not yet 

resulted in a substantial reduction in the demand for cash. 
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Role of the central bank and CBDC            

With CBDCs, there could be a larger role for central banks in financial intermediation.

As the demand for CBDC grows, and if holdings of cash do not decline in lockstep, 

central banks might need to acquire (or accept as collateral) additional sovereign claims 

and, depending on size, private assets (eg securitized mortgages, exchange-traded 

funds and others). 

If demand becomes very large, central banks may need to hold less liquid and riskier 

securities, thereby influencing the prices of such securities and potentially affecting 

market functioning. 

Central banks may also need to provide substantial maturity, liquidity and credit risk 

transformation at times to both banks and markets. 

All this could challenge the two-tier banking system. That’s why  structural implications 

need to be understood better before CBDC issuance can take place. 
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Possible opportunities and risks

Wholesale coin could facilitates credit-

riskfree settlement? 

Fill the gap caused by a decline of cash 

usage?

Resilience: alternative payment circuit or 

technology?

Competition: alternative to bank deposits?

Monetary policy? transmission, interest

Financial inclusion through modern 

technology?

Opportunities
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Possible opportunities and risks 2       

 Financial stability: financial 

structure, risks to banks

 Monetary policy

 Cyber risks

 Will it be used and how?

 Operational cost and risks

Risks
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Bonus material 1#some concepts revisited#

19



Bonus material 2#considering CBDC?# 

- How likely is your central bank going to issue CBDC? 

- Has your central bank engaged, or will engage in academic, policy or operational work 

related to the development and use of CBDC?

- How would CBDC be technically implemented?

- Do you see DLT as an appropriate technology or is there an alternative solution?

-Who would be the participants in the system?

- How would transactions be initiated, validated, and processed and by whom?

- How would users interact with the system (for example, via third-party wallet providers 

or accounts at a central bank)

- Does your central bank also follow developments on private digital currencies or hybrid 

arrangements (for example, private issuance backed or supported by a central bank)? If 

yes, what specific work is your central bank conducting?



Which CBs are experimenting with CBDC
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Introduction and some features 1

A physical object, usually a coin or a note, represent cash.  When this object is handed 

to another individual, its unit of value is also transferred, without the need for a third 

party to be involved. 

No credit relationship arises between the buyer and the seller. This is why it is possible 

for the parties involved to remain anonymous. 

Advantage of physical cash is that whoever is in possession of it, is by default the owner 

of the unit of value. 

This ensures that the property rights to the units of value circulating in the economy 

are always clearly established, without a central authority needing to keep accounts.

Furthermore, any agent can participate in a cash payment system; nobody can be 

excluded. There is a permissionless access to it. 
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Introduction and some features 2

Cryptos are a type of private financial asset that depends primarily on cryptography 

and distributed ledger technology (DLT) as part of the perceived or inherent value. 

The ‘crypto’ refers to the fact that many encryption algorithms and cryptographic 

techniques are used to ensure security across the network. This level of security also 

makes cryptos hard to counterfeit.

Many cryptos operate as blockchain-based decentralized systems without the need 

for a trusted third-party such as a central bank, or credit card company.

In this instance, peer-to-peer transfers are facilitated through the use of private and 

public keys.

For that reason they are outside the control of governments and are unregulated by 

financial watchdogs.

Bitcoin is undoubtedly the most well-known – and most widely used – blockchain-based 

cryptocurrency. It’s also the most valuable, currently sitting at $----???--- per coin.
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Introduction and some features 3

Due to their virtual nature, cryptocurrencies do not have a central repository, 

meaning they can be wiped out by a computer crash if there’s no backup copy of the 

holdings or if the user misplaces their private key.

Unlike cash, which is entirely anonymous, transactions carried out with crypto 

assets can, in the case of Bitcoin, be traced on the blockchain without initially 

knowing participants’ identities.

It’s worth noting, however, that some crypto assets are less private than others. 

For example, Dash, ZCash, and Monero are far more difficult to trace than Bitcoin.

On another note, cryptos tend to be characterized by price volatility because their value 

is based solely on supply and demand.
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Crypto assets
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Crypto asset world: who-is-who
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Facebook plans to launch 'GlobalCoin' cryptocurrency 

in 2020 

Facebook is planning to launch its own crypto asset in early 2020, 

allowing users to make digital payments in a dozen countries.

The currency, dubbed GlobalCoin, would enable Facebook’s 2.4 billion 

monthly users to change dollars and other international currencies into its 

digital coins. 

The coins could then be used to buy things on the internet and in shops 

and other outlets, or to transfer money without needing a bank account.

Mark Zuckerberg, the founder and chief executive of Facebook, last 

month met the governor of the Bank of England, Mark Carney, to discuss 

the plans, according to the BBC.
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https://www.bbc.co.uk/news/business-48383460


Crypto assets- Some facts & figures

How big is the cryptocurrency market? 

The total market capitalisation of digital coins and tokens at the end of 

January 2018 was $520 billion (down from US$830 billion in early 

January 2018). 

There were 1,474 crypto assets at the end January compared with 682 at 

the same time in 2017, and a total of 9.1 trillion cryptocurrency coins 

outstanding.1 

The market capitalisation at the end of December 2017 represents more 

than 15% of currency held by the public in the US, Japan, and the euro 

area combined, compared with less than 1%  in December 2016. 
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Some facts & figures 2
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Crypto assets : get your terminology RIGHT

From a legal perspective, crypto is not money or currency as they do not 

fulfill the functions of money: 

• a medium of exchange, 

• a store of value, and as 

• a unit of account.

ECB defines cryptos as*: 

“A digital representation of value, not issued by a central bank, 

credit institution or e-money institution, which in some 

circumstances can be used as an alternative to money.” 
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Crypto assets: get your terminology RIGHT

What does BIS CPMI say*? 

Mostly they are assets with their value determined by supply and 

demand, similar in concept to commodities such as gold. 

However, in contrast to commodities, they have zero intrinsic value. 

Unlike traditional e-money, cryptos are: 

not a liability of any individual or institution, 

nor are they backed by any authority.

As a result, their value relies only on the belief that they might be 

exchanged for other goods or services, or a certain amount of sovereign 

currency, at a later point in time!

*Digital currencies November 2015
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Crypto assets: get your terminology RIGHT

What does European Parliament say?

The European Parliament adopted the revised Anti-Money Laundering 

Directive (AMLD5)  on 19 April 2018, defining virtual currency as 

“a digital representation of value that is not issued or guaranteed by a 

central bank 

or 

a public authority, is not necessarily attached to a legally established 

currency and does not possess a legal status of currency or money, 

but 

is accepted by natural or legal persons as a means of exchange and 

which can be transferred, stored and traded electronically”. 
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Crypto assets and regulators

As demand for cryptos grows, global regulators are divided on how to keep up. 

There is a call for more cooperation to look at various issues posed by this topic. 

These issues are, among others, :

i) money laundering, ii) financing of terrorism, iii) consumer protection, 

iv) financing of illicit activities, etc.
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The AFM and DNB recommend regulation of 
cryptos at an international level

https://www.dnb.nl/en/news/news-and-
archive/Nieuws2019/dnb381599.jsp

https://www.dnb.nl/en/news/news-and-archive/Nieuws2019/dnb381599.jsp
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Bonus material #How it works#
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