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The Digital Era for the Monetary System
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Source: World Bank, Financial Inclusion Dataset.
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And then, crypto
came...
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Crypto and Traditional Finance

What are the risks?
What are the opportunities?

stablecoins

traditional
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What do we want
from a monetary
system?

<3BIS



High Level Goals of the Monetary System

High-level goals of the monetar, Table 1
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High Level Goals of the Monetary System

Safety and stability
Accountability
Efficiency

Inclusion

User control over data
Integrity

Adaptability

Openness
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High-level goals of the mong

High-level goals

(to date) system (vision)

1. Safety and stability -
money needs to perform
fundamental functions: as a
store of value, unit of account
and medium of exchange

2. Accountability — public Supervision, regulation and
mandates and regulation aversight tackle risks,
should ensure that key nodes | promote competition and
in the system are accountable | protect consumers, but
and transparent to users and public mandates may need
society to adapt to change

3. Efficiency - the system Domestic payments are

should provide low-cost, fast often expensive and

payments and throughput financial institutions collect
rents

4. Inclusion - the system Many people lack access to ~ Crypto and DeFi have not
should ensure universal access | transaction accounts and yet served to enhance

to basic services at affordable | digital payment instruments  financial inclusion

prices

5. User control over data - Users trust intermediaries to  Transactions are public on
data governance arrangements | keep data safe, but they do  the blockchain — which will
should ensure users’ privacy not have sufficient control  not work with “real names”

and control over data over their data

6. Integrity - the system Payment systems are

should avoid illicit activity such | subject to extensive

as money laundering, financing | regulation, but illicit activity

of terrorism and fraud persists in cash and account
fraud

7. Adaptability - the system Payment systems are
should anticipate future adapting to demands, but
developments and users’ needs  are not yet at the

and foster competition and technological frontier
innovation

8. Openness - the system
should allow for seamless
cross-border use

Despite progress, cross-
border payments are still
slow, opaque and expensive

Green denotes that a policy goal is broadly fulfilled, yellow that there is room for improvement and red that it is not generally fulfilled.

Source: BIS




Achieving the Goals

Safety and stability
Accountability

Efficiency Regulation
Inclusion Intermediation
User control over data

Integrity Technology

Adaptability
Openness
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Regulation is Imperative!

Regulation
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Risks in changing the 2-tier system are large

Intermediation

<3BIS



What do we want from Technology?

Technology
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What do we want from Technology?
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Technological Options

Ledger
Technologies

Technology @ Distributed

Efficiency

e P 4 Innovation
Flexibility 2. B I S Hub

Privacy with integrity 11 projects on CBDC
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Technology

needs governance




The Impacts of Pix
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Pix Growth
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Pix and TED (Previous credit transfer instrument)
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Pix and Other Instruments
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The Role of the Regulator

y -
The twofold role of

| Regulator

- Technology Perspectlve |
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The Role of the Regulator

Competition

Participation of large payment service providers

Financial Inclusion

Low cost policy

Standardised user experience

Efficiency and Interoperability

Co-creation approach to address market failures

... among others

Sources: Duarte, Angelo, et al. Central Banks, the Monetary System and Public Payment Infrastructures: Lessons from Brazil's Pix. BIS Bulletin, no 52; Brandt, C
and B Lobo (2021): "Pix: the Brazilian fast payments scheme’, Journal of Payments Strategy and Systems, vol 15, no 4, December.
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CBDCs — Technology, Governance, and Regulation

What do we want from a CBDC?

Competition
Financial Inclusion

Efficiency and Interoperability

... among others

Technology Perspective Regulation Perspective

DLT Trust
Tokenisation Centralisation
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Thank you
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