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SPEECH

The present and future of money in the digital
age
Lecture by Fabio Panetta, Member of the Executive Board of the
ECB
Rome, 10 December 2021

I would like to thank Federcasse for inviting me to speak at this edition of the Lectiones cooperativae.
These lectures are an occasion to reflect on issues of broad significance and their implications for the
application of the principles of cooperation. They offer us the opportunity to seek a deeper
understanding of the changes taking place in the economy and in society.

The topic of this speech – the present and future of money in the digital age – has certain unique
features. It is an age-old topic, because we have been talking about money for millennia, from the
times of Ancient Greece and pre-Republican Rome. But at the same time it is a topical issue, because
the digital revolution is transforming the role and the nature of money.
It is a subject for specialists: economists, lawyers, and technology experts. Yet it concerns each and
every one of us. We all use money in one form or another – every day, and often several times a day.
And we are all involved in the changes currently under way.
At the international level the digitalisation of money and payments is being examined by the G7 and
the G20. In Europe, it is frequently discussed by Finance Ministers in the Eurogroup. It is on the
agenda of the European Commission and the European Parliament. It was addressed by the heads of
state or government at the Euro Summit last March. And it is of course central to the agenda of the
European Central Bank (ECB).

This strong focus can be explained by the far-reaching changes that are under way. Digitalisation is
changing the way we work, interact with each other and use our time. It is changing consumption
habits, social relations, and our very culture. It is, in effect, changing the way we live.
Money and payments are also undergoing rapid change. Innovative tools are emerging. Not so long
ago, cash was more or less the only way to make an immediate purchase. Today, however, we have
grown accustomed to using forms of private digital money such as online bank transfers, payment
cards and applications on our smart phones or watches. These are changes that directly affect the role
of central banks.
In October the Eurosystem opened the investigation phase for the possible introduction of a digital
euro: electronic money issued by the central bank.

If a digital euro were issued, it would have significant consequences. It would have not only economic
and financial repercussions, for instance as regards the transmission of monetary policy, financial
stability, and the operation of the international monetary system. It would also have wider relevance for
global geopolitical equilibria and the fundamental rights of individuals, such as the right to privacy.
In my speech today, I will illustrate the key characteristics and implications of this new money. And I
will then discuss how we can maximise its benefits and reduce its risks.

The digital euro: what it is (and isn’t)
The digital euro would be a form of sovereign money provided by the ECB in electronic format. It
would be used by anyone – households, businesses, commercial outlets – to make or receive retail
payments throughout the euro area. It would give citizens the same services they now obtain from
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paper banknotes: access to a secure payment instrument that is cost-free, easy to use and universally
accepted within the euro area.

The digital euro would complement cash, not replace it. It would provide people with fuller and easier
access to electronic payments, promoting financial inclusion. Unlike cash, it could be used not just for
people to transfer money to each other or for purchases in commercial outlets, but also for online
purchases. And as it would be a central bank liability, the digital euro would, like banknotes, be free of
any risk, be it market risk, credit risk, or liquidity risk.

Crypto-assets and stablecoins[ ]

The digital euro has nothing to do with crypto-assets such as Bitcoin.

As it would be issued by the central bank, the value of the digital euro would be guaranteed by the
State. Crypto-assets, on the other hand, are not issued by any accountable entity: they are notional
instruments with no intrinsic value, which do not generate income flows (such as coupons or
dividends) or use-value for their owners. They are created using computing technology and their value
cannot be ensured by any party or guarantee. Crypto-assets are exchanged by operators whose sole
objective is to sell them on at a higher price. They are, in effect, a bet, a speculative high-risk contract
with no supporting fundamentals. That is why their value fluctuates wildly; hence crypto-assets are not
fit to perform a currency’s three functions: means of payment, store of value and unit of account.

The value of crypto-assets is growing rapidly and currently stands at over 2,500 billion dollars.[ ] That
is a significant figure with the potential to generate risks to financial stability that shouldn’t be
underestimated. For example, it exceeds the value of the securitised sub-prime mortgages that
triggered the global financial crisis of 2007-2008.
In spite of the substantial sums involved, there is no sign that crypto-assets have performed, or are
performing, socially or economically useful functions. They are not generally used for retail or
wholesale payments, they do not fund consumption or investment, and they play no part in combating
climate change.
In fact, there is clear evidence that they do the exact opposite: crypto-assets can cause huge amounts
of pollution and damage to the environment.[ ] And they are widely used for criminal and terrorist
activities, or to hide income from the eyes of the tax authorities.[ ] Moreover, they provide legitimate
investors with no protection whatsoever against IT or cyber risks.[ ] On the whole, it is difficult to see a
justification for the existence of crypto-assets in the financial landscape.
The digital euro also differs from stablecoins.
These are digital instruments whose value is linked to that of a portfolio of low-risk assets (reserve
assets) such as currencies or securities. Without appropriate, rigorous regulation, stablecoins too are
unfit to perform the functions of money: as they are low-risk but not risk-free, they are particularly
vulnerable to possible runs in the event that holders experience a loss of faith.[ ]

Their dissemination could influence monetary policy implementation and undermine the efficiency of
the securities markets.[ ] For example, one of the most widespread stablecoins promises “stability” by
investing in low-risk assets such as commercial paper, and holds a large proportion of the stock of
these instruments in circulation. In a situation of stress, large-scale sales of assets in response to a
sudden increase in redemptions could generate instability throughout the commercial paper market.
This phenomenon could spread to other stablecoins and related sectors, eventually finding its way to
the banks that hold the stablecoins’ liquidity.

These risks could be amplified by a lack of transparency around the composition of reserve assets, by
a lack of checks on conflicts of interest between issuers and holders of stablecoins,[ ] by cases of
fraud[ ] or mismanagement,[ ] and by the link between stablecoins and crypto-assets[ ].
In sum, stablecoins are not therefore so “stable”, and that’s why I have previously referred to them as
“unstable coins”.[ ] In fact, a third of stablecoin initiatives launched on the market in recent years have
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not survived.[ ]

The risks posed by stablecoins would be reduced if reserve assets could be held entirely in the form of
risk-free deposits at the central bank.[ ] However, this would limit monetary sovereignty as one of the
key tasks of the central bank – money creation – would in effect be delegated to private operators.
They would perform that task with the aim of maximising profits, rather than fulfilling public interest
objectives such as inflation control and the cyclical stabilisation of the economy. Furthermore, the use
of money would become expressly or implicitly onerous. This would affect access to a vitally important
service which central banks have been providing to citizens for centuries on behalf of the State for free
and in the general interest.

If they are kept within a framework of effective rules and checks, some privately issued digital finance
instruments can increase the efficiency of payments, especially international payments. Europe is at
the forefront of regulation, supervision and oversight of digital finance[ ]. In countries outside Europe
calls for stricter controls are becoming louder.[ ]

But the largely uncontrolled development of digital finance – in particular decentralised finance[ ] –
and cross-border interlinkages mean that further action at the global level would be desirable.
In the circumstances I have described, a digital euro would bring stability to the world of digital finance.

Why we need central bank digital money
For the ECB, the need to explore the introduction of a digital euro arises from the evolution of people’s
payment habits. The way we make our purchases has been changing, especially since the start of the
pandemic.[ ] Two trends are emerging.

The first is the tendency to use digital instruments.[ ] Many of us regularly make payments using
cards or apps on our mobile devices.
The second is online shopping. Consumers are buying goods and services – food, clothing, package
holidays – not only in bricks and mortar local shops, but more and more on the internet.[ ]

Cash is increasingly used as a store of value and decreasingly as a means of payment.[ ] The cash
stock has continued to increase, driven by the precautionary demand for cash. However, only about
20% of the stock is now used for payment transactions, down from 35% 15 years ago.
Cash purchases are therefore decreasing. If this trend were to continue, banknotes would eventually
lose their central role and become a marginal means of payment. Even central banks’ efforts to
continue to supply banknotes would not be enough to preserve that role in the face of insufficient
demand for cash as a means of payment. Citizens could therefore lose a simple, safe and reliable
means of payment that is provided for free by the State and universally accepted.
This would create a need to introduce a public digital currency.
But let me say, first, that not everyone agrees with this hypothesis. Some people feel that public digital
currency would be redundant, given the vast supply of private electronic payment instruments
available.[ ] But this theory fails to recognise the central role of public money (that is, central bank
money) in the economy.[ ]

Confidence in savings held as private money is largely determined by the strength of central bank
money – the monetary anchor – and by the convertibility of private money into public money. Central
bank money is a safe form of money that is guaranteed by the State, by its strength, its credibility and
its authority. Other forms of money consist of private operators’ liabilities;[ ] their value is based on the
soundness of the issuer and is underpinned, in the last analysis, by the promise of one-to-one
convertibility with risk-free central bank money.[ ]

This promise can prove to be ephemeral – for example when private issuers manage their capital or
liquidity imprudently. It must therefore be repeatedly confirmed through the conversion of private to
public money. For instance, our readiness to deposit our money with banks is underpinned by the
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knowledge that we can go to a branch or cash machine and withdraw cash from our deposits. This
tells us that our money in the bank is safe. It reassures us that we will be able to convert private
money (deposits) into public money (cash) in the future too. Bank runs and financial crises start when
confidence in the convertibility of private money disappears.
In practice, many people are unaware of the differences between public and private money. This is
what economists call “rational inattention”.[ ] However, people know that banknotes protect them from
the consequences of intermediaries potentially defaulting and they make their payment and savings
choices accordingly.
This does not mean that the safeguards put in place to protect savings – legislation and banking
supervision, deposit insurance schemes, capital markets supervision – are not important. On the
contrary. They must, however, be flanked by convertibility to ensure the orderly conduct of payments,
the stability of the financial system and the soundness of the currency.
Without the anchor of sovereign money, people would have to constantly monitor the safety of private
money issuers in order to value each form of money. This would undermine the functioning of the
payments system and confidence in savings. History shows that access to public money is essential to
instil confidence in private money, ensure the correct functioning of the payments system and
safeguard financial stability. Periods in the past when various forms of private money co-existed in the
absence of sovereign money – for example the free banking episodes of past centuries – were marked
by recurrent crises.[ ]

Today, citizens hold central bank money in the form of banknotes. As I mentioned previously, in the
future – in a digitalised world – cash could lose its central role. Central banks must therefore ensure
that central bank money is fully usable and can retain its role as a payments anchor. That is the
primary objective of the digital euro.

Benefits of the digital euro
The digital euro is therefore essential to the orderly conduct of payments in a digital world. But the
decline in the use of cash is not the only factor that could transform the payments market. Other
factors, also significant, have prompted the ECB to study the issuance of a digital euro[ ].

Monetary, financial and political sovereignty
First, there is the need to assert our sovereignty in the monetary and financial fields, in keeping with
the goal of safeguarding our strategic autonomy as established by the European Council.[ ] The
ability to make payments safely and efficiently, without external influence, is a fundamental need for
the economy and for society as a whole, especially in a large jurisdiction like the euro area.

Two-thirds of digital retail payments in Europe are currently brokered by foreign operators.[ ] Looking
to the future, digital currencies issued and controlled outside the euro area – by private actors or
foreign countries – could grow in importance, to the point of replacing existing means of payment.

The European financial system would thus be subject to decisions made by foreign actors and this in
turn would place our legislative and regulatory powers at risk. A payments system based on
technologies and practices designed, managed and supervised elsewhere would undermine the ability
of the European authorities to exercise their supervisory control. Such a system could be under-
protected from external threats, including IT threats. It would expose people, businesses and states to
the danger of the improper use of confidential information. It would make the information needed to
combat unlawful activities harder to trace.

And the list could go on. But it is clear that a payments system and financial sector dominated by
foreign operators would be unfit to support the single currency, and simply unimaginable in the world’s
second economy.

The “colonisation” of the European payments system is not an imminent danger. But nor is it a remote
one, given the speed at which digital finance is changing. Since early 2020 the value of stablecoins in
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circulation has risen from 5 to 120 billion dollars.[ ] At the same time, the Big Tech[ ] companies have
expanded their financial business. The convergence of these two tendencies – the growth of
stablecoins and Big Tech’s expansion in the finance sector – could have a drastic impact on the
functioning of financial markets and supplant traditional intermediation and payment services. And that
would give rise to the risks I described earlier.[ ]

To prevent these dangers we need to adjust the regulatory and supervisory framework. But that is not
enough. The transformations under way should be governed by providing innovative and efficient
financial services capable of meeting the emerging need for immediacy in our society, as well as the
more general trend of digitalisation of the economy. The introduction of a digital euro would be a step
in that direction.

Sovereignty and the international role of the euro
A digital euro accessible to foreign users would cut the cost of using our currency in cross-border
payments and increase its suitability as a global invoicing currency. This would increase the
international role of the euro, thereby strengthening Europe’s strategic autonomy, lessening the global
domination of the dollar and reducing global dependency on a single source of liquidity. It would
strengthen the “Brussels effect”: the influence exerted by the EU on the international stage by
asserting and advancing its principles, decisions and institutional and legal practices.[ ]

ECB analyses show that the effects of this would be significant but less important than the
fundamental drivers of the international role of a currency, such as the size of the underlying economy,
its economic policies, the development of its capital markets, and the efficiency of its institutions.[ ]

Protecting confidentiality
Individuals have a fundamental right to privacy, which is enshrined in national and European
regulations.[ ] In the public consultation conducted by the ECB in 2020, 43% of respondents ranked
privacy as the most important aspect of the digital euro, well ahead of other features.[ ]

Such a focus on privacy comes as no surprise. Misuse of confidential data that can be inferred from
payments could lay bare private aspects of our lives such as our political leanings, sexual orientation
or state of health. This could impinge on personal liberties and interfere with the rights of individuals
and with the rules that underpin the functioning of a modern liberal democracy.
The data contained in digital payments are frequently used by private companies for various purposes.
Some payment companies are moving from a fee-based business model to a data-driven business
model in which services are supplied free of charge in order to obtain detailed information on
customers.

Digital payments therefore put privacy at risk and may give rise to misuse of confidential information.
Data protection regulations aim to prevent abuses but cannot always keep pace with technological
innovation, as was demonstrated by the case of Cambridge Analytica.

If it were offered by an independent public institution such as the central bank – which has no interest
in exploiting payment data for any purpose – the digital euro would enhance confidentiality in
electronic transactions by protecting against unwarranted intrusions. Sound transparent governance
that complies with the national and European regulations would ensure that information on users is
only used for permitted purposes, such as combating illicit activities.

Confidentiality is distinct from anonymity.[ ] Digital payments could ensure different levels of
confidentiality,[ ] to be defined in line with general interest objectives. The technical experiments
conducted by the Eurosystem confirm this possibility.
In any case, cash will remain available. Consumers will be able to continue to make anonymous
payments with banknotes if they wish to do so.
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Competition and efficiency
The European digital payments market is highly concentrated. Two US intermediaries handle two-
thirds of card payments, while another US operator dominates online payments. Digital payments
seem to be expensive for many users and are in fact mainly used by people with medium to high
incomes.
The digital payments market could become more concentrated in the future owing to the expansion of
the big tech firms, which have already shown a tendency to adopt anti-competitive behaviours.[ ]

Benefiting from their very large number of customers, network effects and economies of scale, these
operators could obtain very large market shares.[ ]

This could cause traditional intermediaries to exit the market and damage competition, leading to an
increase in fees and a deterioration in the quality of services with effects on other sectors such as
insurance services and credit, and also on commerce itself.[ ] In such a context, traditional anti-trust
measures may prove to be ineffective given the length of time needed for the investigations and the
speed at which the digital economy is advancing.
A digital euro would directly boost competition by making a free and easy to use digital means of
payment available to everyone. But it would also have an indirect effect: the option to use the new
form of money would allow European intermediaries – including small intermediaries which typically
have less capacity for innovation – to offer products with a higher technological content at a
competitive cost, making them better able to compete with global operators.

Effects on the monetary and financial system
The digital euro can bring about significant changes in the monetary and financial system which
should be analysed in depth in order to assess how to design the new form of money in a way that
harnesses its benefits and avoids undesired effects. I will now recall the main topics that are central to
the Eurosystem’s deliberations.

Monetary policy
Depending on its features, the digital euro could influence monetary policy.
One important aspect is the possible application of interest rates. A digital euro earning no interest
would replicate the characteristics of cash; with no limits on holdings[ ] it would prevent the central
bank from applying rates below zero, so savers – by holding digital euro – would avoid negative
returns without bearing the risks and costs of owning huge quantities of banknotes. Conversely, if
interest was payable on the digital euro it could strengthen the transmission of monetary policy, but
there would be a risk of diverting bank funds.

The impact on monetary policy would also depend on the reallocation of private financial wealth that
the digital euro will bring about. Switching funds out of banknotes and into the new form of money
would change the composition of central bank liabilities, without other significant effects.

On the other hand, if the digital euro attracted deposits (and the banks did not have the unencumbered
reserves to cope with the outflow of funds), it could affect the cost and supply of credit and the
transmission of monetary policy through bank balance sheets. The central bank could mitigate or
eliminate these effects by increasing refinancing of banks or through asset purchases, thereby
expanding its own balance sheet.
This list of possible effects could continue, analysing in greater detail different potential remuneration
methods,[ ] possible compensatory measures and aspects such as the impact on the central bank’s
balance sheet and on seignorage.

But the main consideration is that the digital euro project does not aim to change how monetary policy
is implemented. The changes that it will bring will depend on its features, which should be carefully
studied and defined, but they would not interfere with the actions of the central bank.
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The banking and financial system
The digital euro could affect banks’ activities and the functioning of the financial system. In addition, if
it is incorrectly designed, it could result in tensions and instability.[ ] This could crowd out banks from
the payments market. In addition, in the absence of limits to its use, it could attract large volumes of
deposits. This could make banks’ funding unstable and more costly and have a negative impact on
their profitability and credit offering. Ultimately, it could affect the real economy.

The risks would be greater in times of crisis. If there were doubts about the soundness of
intermediaries, savers could transfer their funds out of bank deposits and to the central bank quickly
and free of charge, including for large amounts. This could trigger a “digital run” on bank branches.
The possibility of this happening could encourage savers to reduce their bank deposits, even during
normal times.[ ]

However, these risks would only materialise if the instruments put in place to protect financial stability
– banking supervision, deposit insurance and the central bank as the lender of last resort – proved to
be ineffective.

Above all, these risks can be kept in check by designing the digital euro in an appropriate manner in
order to control its use as a form of investment. The debate on this issue focuses on two scenarios.
The first foresees the setting of a ceiling on the amount of digital euro that can be held by individual
users[ ], or on aggregate transactions, i.e. on a weekly or monthly basis – to limit the outflow of bank
deposits into the new form of money.[ ] The second is based on a two-tier remuneration system which
discourages holding digital euro in amounts above a certain threshold.[ ]

These constraints would make the digital euro an efficient means of payment available to everyone
while ensuring that it would not be used excessively as a form of investment that would crowd out
other financial instruments, particularly bank deposits. Their introduction would remove the risk of
instability, thus safeguarding financial intermediation.
But in assessing the impact of the digital euro it would be wrong to assume that tomorrow’s financial
system will be like today’s, because it will be different, even without the digital euro. In the absence of
government intervention, the system could be dominated by major global players, primarily big tech,
who will be much less concerned than the central bank about the stability of the financial system. If
properly designed, the digital euro will therefore avoid worse scenarios, thus conferring stability on the
financial system.[ ]

To ensure the project’s success, in order to avoid instability, the digital euro will be introduced in close
cooperation with euro area intermediaries who will be authorised to handle the distribution and
provision of services to the public, and it will be compatible with the additional services that they offer.
This will stimulate innovation: the new form of money will provide intermediaries with a regulatory
infrastructure capable of connecting systems that are currently separate, such as retail payment
schemes, the digital identity, the digital signature and electronic receipts. This would make advanced
payment methods available, such as programmable payments, online purchases subject to delivery of
the product, payments based on the use of a certain good or service, or automatic cash transfers to
and from the government.
Building on these payment innovations, the digital euro can act as a driver for modernising the
financial and economic system as a whole and making it more efficient, extending the use of
technology in dealings between households, firms, intermediaries and the government.

The international monetary and financial system
A digital euro that can be used without any constraints by non-residents could affect the structure and
functioning of the international monetary and financial system through two channels.[ ]

First and foremost, it could increase the international transmission of shocks and exchange rate
volatility, by influencing capital flows.[ ] This would occur because its liquidity, low risk and potential
rate of remuneration would make the digital euro attractive to international investors, reinforcing the
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relationship between exchange rates and interest rate differentials – the so-called uncovered interest
rate parity – and amplifying portfolio adjustments triggered by monetary shocks.

The effects would be considerable for emerging economies that have strong trade or financial ties with
the Single Market, as they would be more exposed to effects stemming from the euro area. These
countries’ central banks would be forced to take more decisive action in dealing with monetary or real
shocks, suffering a loss of autonomy as a result.
Second, the digital euro could spread in third countries to the extent that it would crowd out local
currencies, leading to a digital "euro-isation", which could hamper the transmission of monetary policy
and lead to financial instability. The risks would be greater for emerging economies that have weak
currencies and economic fundamentals, and close trade and financial ties[ ] with the Single Market
and which are integrated into global value chains.[ ]

Conclusion
The digital euro project can be a success if we can ensure effective multi-level cooperation.
Public authorities will have to work closely with private operators – consumers, intermediaries, firms
and merchants – to understand their needs and how to meet them. Only then can we avoid two
opposite risks: being “too successful” and crowding out intermediaries and private financial
instruments, or being “not successful enough” and generating insufficient demand.
As regards ties with private operators, we engage with user discussion groups, with committees made
up of banking and payments experts, and with technology experts. For the ECB, the aim of the project
is not to enter the retail payments market but to offer an efficient, secure and low-cost form of digital
money which intermediaries can use to satisfy citizens’ needs.
Our task will be easier if there is genuine cooperation within the private sector itself, between
intermediaries in all euro area countries, to launch pan-European payment initiatives capable of
offering services across the entire euro area, of strengthening the ability to compete with the major
international operators and of consolidating Europe’s autonomy.

Cooperation within the public sector is crucial for defining the characteristics of the digital euro and for
reconciling the conflicts arising from several objectives: the right of individuals to confidentiality versus
the public interest in maintaining the level of transparency required to combat illicit activities; the
benefits of allowing the digital euro to be widely used versus the need to safeguard financial
intermediation; and the benefits from the widespread international distribution of the new form of
money versus the need to avoid instability in other countries.

Some choices relate to monetary policy and the payments system and fall within the remit of the
Governing Council of the ECB. Others relate to more general issues, such as the protection of privacy,
which require the involvement of Europe’s co-legislators. There is already intensive cooperation
between the ECB, the European Parliament, the European Commission and the Eurogroup.

Lastly, there is a need for close cooperation at the global level. Around 80 countries are currently
assessing the introduction of a digital currency. International cooperation is needed to define shared
principles on economic and regulatory issues and to connect the various projects. This type of
approach will enable us to build an efficient system for international payments in the future by
providing low-cost services to multiple sections of the world’s population experiencing hardship,
including migrants, thus promoting financial inclusion. The ECB is part of the initiatives launched by
the G7, the G20 and the Bank for International Settlements.
The digital euro is an ambitious and complex goal that can improve the efficiency of the economic and
financial system. We must make it a driver of stability and inclusive progress, capable of strengthening
ties between economies and financial systems at the global level and of overcoming gaps and barriers
between countries.
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1. The definition of crypto-assets can include assets that are not liabilities of any issuer, and

stablecoins. The classification used in the text keeps these two categories separate.

2. See International Monetary Fund (2021), Global Financial Stability Report, “COVID-19, Crypto,

and Climate. Navigating Challenging Transitions”, October, and Panetta, F. (2021), “

”, speech at the conference on “Safe

Openness in Global Trade and Finance” organised by the UK G7 Presidency and hosted by the Bank

of England, October.

3. For example, producing and trading Bitcoin alone wastes huge amounts of energy: the equivalent of

the entire annual energy consumption of a country with millions of inhabitants like Switzerland.

4. It is estimated that the amounts of crypto-assets exchanged for criminal purposes are substantial,

surpassing 2.8 billion dollars for Bitcoin alone in 2019 (see Chainalysis (2020), “The 2020 State of

Crypto Crime”, January). Other analyses in 2020 show that the volume of criminal activity exceeded

3.5 billion (see Ciphertrace (2021) “Cryptocurrency crime and anti-money laundering report”,

February). These studies are backed up by various operations carried out in recent years by Europol

and Interpol to break up criminal organisations engaged in money laundering and selling weapons and

drugs using crypto-assets.

5. There have been several cases of holders of crypto-assets losing all their savings after having lost

their blockchain passwords.

6. Stablecoins can usually be converted to cash. Conversion mechanisms differ, however, from those

of bank deposits or electronic money. In the case of bank deposits, one-to-one convertibility is based

on deposit insurance schemes, financial legislation, and prudential supervision. The value of e-money

holdings is protected by the fact that customers’ funds must be deposited with third parties in cash

format. The lack of such mechanisms could fuel runs on stablecoins if holders – who bear the risks of

fluctuations in the value of reserve assets – expect a significant decrease in the redemption price or

perceive the issuers as being incapable of absorbing losses.

7. See Panetta, F. (2020), “The two sides of the (stable)coin”, speech at Il Salone dei Pagamenti,

November.

8. See the report prepared by the President’s Working Group on Financial Markets, the Federal

Deposit Insurance Corporation and the Office of the Comptroller of the Currency “

”, November 2021.

9. See Mizrach, B. (2021), “Stablecoins: Survivorship, Transactions Costs and Exchange

Microstructure”.

10. See Commodity Futures Trading Commission press release, “

”.

Stay safe at the

intersection: the confluence of big techs and global stablecoins

Report on

Stablecoins

CFTC Orders Tether and Bitfinex to

Pay Fines Totaling $42.5 Million
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