Classification: Limited

WHAT IS MONEY & TAXONOMY OF DIGITAL-ASSETS

STABLE STORE OF VALUE AND UNIT OF EXCHANGE

Ultimately a liability of the Central Bank Partial liability of the Central Bank Unregulated
liability

Banknotes

Physical g
paper

notes

issued by

the central *
bank

Only way
public

have to

access .
central

bank

reserves

iy

Electronic
deposit at the
central bank

Currently only
form of
electronic
central bank
reserves

Only available
to licenced
commercial
banks

Value derived from the
work that UK society is
willing to do for it

BCBS

Classification

Sources — coinmarketcap.com

Electronic deposit
at the central
bank

Digital version of
physical notes
available to more
than just licenced
commercial
banks

rCBDC for retail
only, wCBDC for
wholesale only &
gCBDC for
general use
None of this
balance is lent to
the real economy
unless the central
bank re-deploys
through Open
Market
Operations

Tether holds $30.6bn US CP & CD according to Sep 21 Tether Assurance Consolidated Report

1

Synthetic
CBDC

FNALIT Yoo

Electronic tokens .
backed 1-for-1 by
reserves at the
central bank
Electronic token
exchanged for
payment instead

of commercial
banks using .
fraction of deposit
in reserves to

settle RTGS
Greater
interoperability

with other tokens.
Historically central
bank reserves not °
easily
interoperable.
Multi-CBDC
(mCBDC) being
consider.by. BIS

I

Commercial

Banks

Electronic
deposit at
commercial bank
Currently only
form of regulated ,
digital token for
non-bank entities
Value tracks .
central bank

cash through risk
management,
regulation,
guarantees and
trust

~75% of these
balances lent to
real economy

Losing monopoly on
electronic payments

Stable Coin
®) usbcoin

Stablecoin tokens
backed by High
Quality Liquid Assets
or deposits at
commercial banks
Examples; Diem,
Tether $78.2bn,
USDCoin $48.9bn
Perhaps the original
example of
stablecoin are
commercial bank
deposits (JPMCOIN
is explicitly)

A type of derivative
on the stablecoin
journey might be US
MM Funds pre-GFC
when they issued
cheque books
against MMF units

Level 1b/2

E

Crypto-assets
Examples:-

Bitcoin

Ether

Solana
Value derived from
utility for payments or
avoiding regulation or
the work that parts of
society are willing to
do for it
Crypto-exchanges
onboarding to the
Money Laundering
Gateway, potential to
streamline
international
exchange of value

1250% risk weight



Classification: Limited

NEW FORMS OF DIGITAL MONEY

TREASURER IMPACTS

Higher asset encumberance

Can “Wallet” balances be .. ) '; B A N K O F E N G LA N D Higher risk for unsecured

borrowed like other assets?

investors
Loans/Assets
Level C Indexed Long-Term Repo,

: assets encumbered, no increase in
Pr'Ya_te RSF <6m and no increase in ASF <6m
Individuals 95% ASF retail balances replaced with

0% ASF central bank funding
New Term Funding Schemes ~4 years
Foﬁotr_ate _ Available Stable Funding 95% to 100%
nstitutions % Gilts, Corporate Required Stable Funding 65% to 100%
Bonds and Secured NSFR Deteriorates
Financial . - Loans to Continued large Asset Purchase
o ommereia Commercial Banks Facility — Expand Beyond Gilts develo

Institutions? § %7~ Bank Reserves . secuﬁ*itisationyplatforms ‘

Liabilities of the BOE but keys | CBDC creation is not matched by
to transfer held safely by 3¢ ) - Commercial Bank Reserve reduction
Party “Custodian” possibly Outflow factor in Commercial Banks
Commercial Banks/New ~10% - every £10bn that migrates to
Entrants ‘ Py CDBC leaves a £9bn funding gap

Deposit outflow factor increase Instead of depositing Sticky deposits funding wholesale assets
from new stress outflow with Commercial What other assets might achieve a better
destination ~10% rises? Banks Households outcome — how can the Treasurer facilitateZ
deposit with the BOE

Sources - £465bn is 20% of Nov 2021 PNFC & Household Bank of England BankStats
Banknotes & Commercial Bank Reserves 19* Jan 2022 Bank of England Weekly Report 2
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