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Central Bank Digital Currencies | The New Cash For A 
Digital Age 

We believe the emergence of central bank digital currencies is a question of when, 
not if. 

The Money Flower: A Taxonomy Of Money 

Sources: Deutsche Bank, Bank for International Settlements, S&P Global Ratings. 

What are central bank digital currencies (CBDCs)? 

A natural evolution of cash for the digital age. CBDCs aim to fulfill the two basic requisites of a currency: act 

as an effective means of exchange and an effective store of value. They can be issued using traditional, 

blockchain, or a hybrid technology of the two. 

A CBDC would represent a liability of the issuing central bank. Like cash, this means the CBDC’s legitimacy 

would mirror that of its central bank from day one. This could encourage wider adoption of CBDCs in countries 

where the local currency is largely trusted. That said, privacy considerations, and the way these are handled by 

authorities, will also determine their uptake. 

A CBDC would be widely and easily accessible. There are three potential models: (i) A disintermediated 

model, where the issuing central bank would authorize users to open accounts that it would manage directly; 

(ii) An intermediated model, where banks or other financial intermediaries would open and manage these 

accounts; and (iii) A hybrid model, where accounts are opened with the central bank, but managed by banks or

other financial intermediaries.

The current landscape 

Discussions are gearing up. Technological innovation and growing interest from end users in digital money 

have prompted central banks into action. The most advanced have also organized trials to assess the 

implications for the financial system. Some governments are also not willing to risk being left behind in the 

next leg of financial innovation.  

CBDCs could foster financial inclusion. CBDCs could help the under- and unbanked, who are unable to meet 

minimum deposit and other requirements for a bank account but own a smart phone. At the same time, less 
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sophisticated banks or payment firms could be cut off unless they are integrated into the broader CBDC 

framework and scalability model.  

Central banks are progressing at different speeds. More than three-quarters of central banks around the 

world are engaged in CBDC-related research. Some are more advanced that others, with China being the first 

G-20 country to trial a digital currency, currently underway, and Bahamas launching its sand dollar in October 

2020. Other advanced and emerging market countries are likely to follow in the next few years. 

The Race For CBDCs Is Progressing At Different Speeds Across Jurisdictions 

R--Retail. W--Wholesale. 
Canceled--Countries that canceled a CBDC. Research--Countries that have conducted explanatory CBDC research. Pilot--Countries that have 
developed a CBDC that is tested in a real environment either with a limited number of parties or on a wide scale. Launched--Countries that 
officially fully launched a CBDC. 
Sources: CBDCtracker.org, S&P Global Ratings. 

The credit implications 

CBDCs could protect central banks’ mandate. The emergence of cryptocurrencies and other forms of money 

could lead to a fragmentation in the monetary system, which could reduce the ability by central banks to 

respond to emerging crises. A CBDC could help central banks defend their position.  

CBDCs could enhance economic policy implementation and transparency. CBDCs could help the 

implementation of fiscal policy by smoothing and accelerating the process of distribution and collection of 

funds to/from individuals and companies. An example is the provision of fiscal support by governments to 

economic agents during the COVID-19 pandemic.  

Banks will be affected, but not replaced. Assuming central banks go for an intermediated or a hybrid model, 

CBDCs will likely pressure the revenue profile of certain activities of banks (such as payments) while allowing 

them to keep their important intermediation function.  A disintermediated model would not only destabilize 

the financial system but also place an additional operational burden on the central bank (for example, in terms 

of know-your-customer, anti-terrorist financing, anti-money-laundering requirements, and managing a much 

bigger balance sheet.) 
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