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Some nations, such as China, Sweden, and the Bahamas, have already begun to issue their
own CBDCs. Other nations, like the United States, the European Union, and Japan, are
also considering the potential of doing the same. One of the main advantages of CBDCs is
that they can be faster and more efficient than traditional payment methods. Transactions
can be settled in real-time, without the need for intermediaries like banks or payment
processors. This can reduce transaction fees and make payments more accessible to
people who don't have access to traditional banking services. 

Central Bank Digital Currency is what CBDC stands
for. A nation's central bank issues and backs this
particular sort of digital currency. CBDCs are issued
and managed by a central authority, typically a
nation's central bank, in contrast to decentralized
cryptocurrencies like Bitcoin and Ethereum that are
not backed by any governments. CBDCs are designed
to enable quicker and more effective payments by
serving as a digital substitute for traditional currency.
No matter if a person has a bank account or not,
CBDCs are intended to be safe, open, and accessible
to everybody.

 INTRODUCTION TO CBDC

CBDCs can also improve the security and privacy of financial transactions. Because they
are digital, CBDCs can be designed to be resistant to fraud and counterfeiting. They can
also incorporate advanced encryption and security measures to protect users' personal
and financial information.

However, CBDCs also pose significant challenges, particularly around issues of privacy and
security. While CBDCs can be designed to be more secure than traditional payment
methods, they also require a high level of trust in the central bank as a custodian of the
currency. There are also concerns around the potential for CBDCs to be used for illegal
activities, such as money laundering and terrorist financing.
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Another challenge with CBDCs is the
potential impact on the banking system.
Because CBDCs can be held directly by
individuals, they may reduce the need for
traditional bank accounts and payment
services. This could lead to a decline in
the profitability of banks and other
financial institutions, which could have
implications for financial stability. Despite
these challenges, CBDCs are being
explored and developed by central banks
around the world. China has already
launched a digital version of its currency,
the digital yuan, while countries like the
United States, Japan, and the European
Union are all exploring the possibility of
launching their own CBDCs.
 
WORKING OF CBDC: 

1. Issuance: The central bank issues its
digital money to approved organizations,
like banks or payment service providers.
The CBDC may be issued in a retail format
for use by the general public or in a
wholesale format for significant financial
institution transactions.

2. Storage: The CBDC is kept in digital
wallets that can be accessed via a website,
smartphone app, or other online resource.
Banks, other financial institutions, or the
central bank itself may offer the wallets.

 

 3. Transfers: A QR code can be scanned, a text
message can be sent, or a mobile app can be
used to transfer CBDCs between digital wallets.
Real-time settlement of transactions makes them
quicker and more effective than conventional
payment systems.

 4. Safety: CBDCs are made to be safe and
resistant to theft and forgery. With the purpose
of preventing illegal access and maintaining the
currency's integrity, they might employ cutting-
edge encryption and security methods. 

5. Regulation: CBDCs must abide by the same
laws against money laundering (AML) and know-
your-customer (KYC) as traditional currencies.
To maintain conformity with monetary policy and
financial stability goals, the central bank may
additionally oversee and control the usage of
CBDCs. 

TYPES OF CBDC 

1. Wholesale CBDCs: They are used to
streamline interbank settlements and other high-
value transactions and are created with financial
institutions in mind. Typically, only approved
financial institutions that meet specific
requirements have access to wholesale CBDCs;
the general public often does not.

 2. Retail CBDCs: The general public can use
these digital representations of a nation's money
to conduct regular business. Digital wallets can
be used to hold retail CBDCs, which can then be
used for online, in-store, and inter-person 
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The managing director of the
International Monetary Fund, Kristalina
Georgieva, pointed out that governments
around the world will need initial help
from private companies to establish a
new digital system. The technology used in
CBDC called distributed ledger
technology, or DLT for short, is quite
similar to the blockchain tech used in
open-source cryptocurrencies (such as
bitcoin). There will, for sure, be a lot of
places for public-private partnerships,
and industry around crypto technologies
will continuously support the financial
world. With the strong entry of the United
States, foreseen after Biden’s signature
on a new initiative for digital assets
regulation, the USA triggered the start
of the race in technology.

transactions. With minimal transaction costs
and quick settlement times, they are created
to be as open and user-friendly as possible. 

FORMS OF CBDC

 1. Account-based CBDCs: These are digital
versions of a country's currency that are held
in accounts that are managed by the central
bank or authorized financial institutions.
Account-based CBDCs require users to have
a bank account or digital wallet to access and
use the currency

2. Token-based CBDCs: These are digital
versions of a country's currency that are held
in digital wallets and are designed to be used
as tokens. Token-based CBDCs do not
require users to have a bank account, and
transactions can be made without
intermediaries.

 3. Hybrid CBDCs: These combine features
of both account-based and token-based
CBDCs. Hybrid CBDCs can be held in digital
wallets and can be used as tokens, but they
can also be linked to bank accounts for
additional features and functionality.

 

In conclusion, CBDCs represent a potentially
transformative development in the world of
finance and payments. While there are
significant challenges to be addressed, the
potential benefits in terms of speed, efficiency,
and security make CBDCs an exciting prospect
for the future of money. 

 BY:  ANIKA CHOWFLA /  21211415 /4BBAFT

DID YOU KNOW? 

https://www.imf.org/en/News/Articles/2022/02/09/sp020922-the-future-of-money-gearing-up-for-central-bank-digital-currency
https://www.diplomacy.edu/blog/ten-years-bitcoin-and-look-back-2018/
https://dig.watch/updates/the-us-president-biden-signs-the-executive-order-on-digital-assets
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The Advantages of CBDC over other
digital payments systems ar

CBDC IN INDIA

1. CBDC is supported directly by the RBI, as
opposed to cryptocurrencies, which are
backed by any government entity. As a
result, CBDC is regarded as more secure and
dependable than other digital payment
methods. 

2. CBDC transactions are faster and less
expensive than traditional payment systems
because they take place directly between the
payer and the payee, with no intermediaries. 

3. CBDC can enhance financial inclusion by
giving people who do not have bank accounts
access to financial services. It is accessible by
cell phone and does not require a bank
account. 

4. CBDC provide higher security and privacy
than standard payment systems. It can be
protected by encryptions and digital
signatures, making it more secure. 

5. By granting central banks more influence
over the money supply, CBDC can enhance
the transmission of monetary policy. Real-
time monitoring of money flows by central
banks can aid in their decision-making
regarding interest rates, money supply, and
inflation.

How CBDCs is diffrent from The Existing
Payments Apps?

It stands to reason that you would have
questions of this nature. Let me give you a
simple explanation so that you may
comprehend it easily. Most of us in metro
cities make digital payments such as UPI,
RTGS, NEFT, and so on. Banking solutions
have been at the heart of all formats. To
transfer money from one account to
another, you must first have a bank
account. These account transfers are the
responsibility of the associated commercial
banks. Consumers cannot conduct direct
transactions in which the responsibility is
held by the central bank unless it is tangible
currency. The Central Banks will bear the
obligation in the case of CBDC. Individuals
are not required to hold a bank account

“The history of money is entering a new
chapter. Countries are seeking to preserve
key aspects of their traditional monetary and
financial systems while experimenting with
new digital forms of money,” – Kristalina
Georgieva, managing director, IMF on CBDC
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Do India need CBDCs? 

In recent years, India has set a precedent
in the field of digital payments. India has
been at the forefront of digital payments
with the launch of UPI and the Jandhan
Yojna. According to one statistic, UPI
accounts for 60% of India's online
payments, and digital payments have
increased from $61 billion to $300 billion.
Given rising online sales and digital
adoption, the value of digital payments is
estimated to reach $1 trillion by FY26. 

A further compelling argument in favour of
India implementing CBDCs is the
emergence of cryptocurrencies. Being fiat
currencies, CBDCs might also shield the
general public from the unusually high
amount of volatility other cryptocurrencies
face. This may be a significant deterrent
for central banks to view CBDCs as a
reliable and secure form of digital
currency.
“India’s high currency to GDP ratio holds out
another benefit of CBDCs. To the extent
large cash usage can be replaced by CBDCs,
the cost of printing, transporting, storing and
distributing currency can be reduced.”

Where does India Stand in the Global CBDC
Race?

There are 5 categories under which the
countries can be classified based on their
current stage:- 

1.CBDC already launched 
2.Pilot Phase 
3.Development Phase 
4.Research Phase 
5.Rest of the Countries 
India belongs to the third stage. 

Does India need CBDC for Wholesale or
Retail Payments?
Wholesale payments are high-value
exchanges between banks and other
financial organisations. India already has
effective and dependable payment
mechanisms for wholesale transactions in
the form of RTGS and NEFT. Therefore, it
can be claimed that CBDC is not required
for wholesale payments. 
Retail Payments: Retail Payments are low-
value exchanges between people or
companies. UPI, which has proved
successful in encouraging digital payments
and financial inclusion, is India's current
retail payment system. But there are other
issues that must be resolved, such as high
transaction costs and sluggish settlement
times. A CBDC for retail payments may
enhance the efficiency, cost-effectiveness,
and speed of digital transactions. 

 BY:  AARYIAN DUTTA /  21211402 /2BBAFT
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Central Bank Digital Currency (CBDC) can
potentially enhance the ability of central banks to
monitor risk across the financial system. CBDC is a
digital form of fiat money that is issued and backed
by a central bank. Unlike traditional forms of
currency, CBDC can be traced and tracked in real-
time, which provides greater transparency and
accountability in financial transactions.

Here are some ways in which CBDC can be used for
monitoring risk

Real-time monitoring of transactions: - CBDC
enables real-time monitoring of financial
transactions, which allows central banks to track the
flow of funds across the financial system. This
provides greater transparency and accountability in
financial transactions and allows central banks to
identify potential risks and take corrective action
when necessary. For example, if a large amount of
funds is flowing out of a particular bank or financial
institution, the central bank can investigate whether
this is a sign of financial stress or potential
insolvency.

Risk-based supervision: - With CBDC, central banks
can monitor the risk profiles of financial institutions
in real-time and adjust their supervisory approaches
accordingly. This enables the implementation of
risk-based approaches to regulatory supervision.
For example, if a bank is engaging in riskier
activities than usual, the central bank can increase
its supervisory scrutiny. This helps to ensure that
regulatory oversight is more effective and efficient,
reducing the likelihood of financial crises.

MONITORING RISK ACROSS THE
FINANCIAL SYSTEMS THROUGH CBDC 

Enhanced transparency: - CBDC can help to
reduce systemic risks by enhancing the
transparency of financial transactions. In a
traditional financial system, it can be difficult
to trace the flow of funds across different
financial institutions and instruments.
However, with CBDC, every transaction can
be tracked in real-time, which can help to
identify potential risks before they become
systemic. For example, if a particular type of
financial         instrument is being traded more
frequently         than usual, the central bank
can investigate whether this is a sign of market
manipulation or other forms of misconduct.

Dynamic stress tests: - CBDC can be used to
conduct dynamic stress tests on the financial
system. Stress tests are used to evaluate the
resilience of the financial system to various
shocks, such as a sudden increase in interest
rates or a decline in asset prices. With CBDC,
central banks can simulate different scenarios
and assess the impact on the financial system.
This enables central banks to identify potential
risks and take corrective action before they
become systemic.

Identification of financial crimes: -CBDC can
be used to identify financial crimes such as
money laundering and terrorism financing.
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 With the ability to track the flow of funds
across the financial system in real-time,
central banks can identify suspicious
transactions and investigate them. This helps
to reduce the risks associated with financial
crimes and enhances the integrity of the
financial system.

In conclusion, CBDC has the potential to
enhance the ability of central banks to
monitor risk across the financial system.
Real-time monitoring of transactions, risk-

 BY:  RUCHIKA YADAV /  21211458 /4BBAFT

DID YOU KNOW? 

In the digital age, trust is something that is not easily achieved, knowing that digital
information can be manipulated. The important part of the CBDC’s success will be in providing
security mechanisms to protect users’ privacy. The privacy of financial transactions is of
utmost importance. Some of the criticism comes from the human rights community that is
concerned about the control of citizens by oppressive governments. 
In the future plans for CBDC, ‘programmability’ of money is a striving goal. The easiest way to
imagine programmability is to imagine, for example, money that can be spent only in a certain
way. This raises concerns about control mechanisms that can be imposed, and some groups see
it as part of social reward systems, often mentioning China’s fast push in the development of
the digital yuan as a reason to boost the social reward system.

based supervision, enhanced transparency,
dynamic stress tests, and identification of
financial crimes are some of the ways in
which CBDC can be used for monitoring risk.
However, the implementation of CBDC also
raises several technical, operational, and
policy challenges that need to be addressed
to ensure its effectiveness and safety.
Central banks will need to work closely with
other regulators and stakeholders to develop
a regulatory framework that ensures the
safety, efficiency, and effectiveness of CBDC
systems.
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EXPLORING THE POTENTIAL IMPACTS OF CBDC
ON AGRICULTURAL COMMODITIES IN INDIA

With the increasing interest and implementation of Central Bank Digital Currencies (CBDCs)
around the world, India is also considering the development of its own CBDC. As the country
with the world's largest population of farmers, this technology could have significant impacts
on the agricultural sector, particularly in terms of commodity prices and trading. 

Agricultural commodities, such as wheat, rice, and sugar, play a crucial role in India's economy
and are often subject to price fluctuations due to various factors such as weather, supply and
demand, and government policies. The introduction of a CBDC could provide greater
transparency and efficiency in the trading of these commodities, potentially reducing price
volatility and benefiting both producers and consumers

However, there are also potential
challenges and risks associated with
CBDC implementation, such as
cybersecurity concerns and potential
disruption to traditional banking systems.
It is important to explore and understand
these potential impacts before
implementing CBDCs on a larger scale.
This topic could be further developed by
examining the potential impacts of
CBDCs on specific agricultural
commodities in India, as well as
considering the perspectives of different
stakeholders such as farmers, traders,
and government officials

BY: TANVIR SINGH SOLAR /  22211465 /2BBAFT

DID YOU KNOW? 
The Reserve Bank of India’s (RBI’s) retail
Central Bank Digital Currency (CBDC)
pilot has so far generated about 770,000
transactions, with a user base of 50,000
customers and 5,000 merchants, the
central bank said on Wednesday.
It is looking to expand the scope of the
pilot by including nine more cities into the
fold from the current five cities where
the pilot is being undertaken.
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CBDC: A GLOBAL SCENARIO

Across the globe, more than 60 central
banks have expressed interest in CBDC
globally. A few implementations in the
retail and wholesale sectors are currently
undergoing testing, while many more are
developing, testing, or launching their own
CBDC frameworks.

 A total of 105 nations, accounting for 95%
of the world's gross domestic product as of
July 2022, are investigating CBDC (GDP).
10 nations have introduced CBDCs, with
Jamaica's JAMDEX being the most recent.
The first was the Bahamian Sand Dollar in
2020.

 17 additional nations—including powerful
economies like China and South Korea—
are currently engaged in the pilot stage and
preparing for potential launches. China
was the first major economy to pilot a
CBDC in April 2020, and by 2023 it hopes
that the e-CNY will be widely used
domestically. CBDCs are being viewed
more and more as a revolutionary
development and as the next development
in the growth of the sovereign currency.

Different jurisdictions have justified the
adoption of CBDC for very diverse reasons.
Some of them are enumerated below:

 • Central Banks, faced with dwindling usage
of paper currency, seek to popularise a more
acceptable electronic form of currency (like
Sweden)

 • Jurisdictions with significant physical cash
usage seeking to make issuance more
efficient (like Denmark, Germany, Japan or
even the US)

• Countries with geographical barriers
restricting the physical movement of cash
had the motivation to go for CBDC (e.g. The
Bahamas and the Caribbean with small and
large numbers of islands spread out)

• Central Banks seek to meet the public’s
need for digital currencies, manifested in the
increasing use of private virtual currencies,
and thereby avoid the more damaging
consequences of such private currencies.

BY: NITYA GOVIL /  22211445 /2BBAFT
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The BIS Innovation Hub advances the
development of CBDCs and promotes
innovation in central banking more
broadly by offering a platform for
experimentation and cooperation.

CBDC has gained in popularity as a
result of developments in payments,
finance, and technology, as well as the
disruption produced by Covid-19.
According to a poll of central banks
conducted by the BIS in 2021, 86% are
actively researching the possibilities of
CBDCs, 60% are experimenting with
the technology, and 14% are executing
trial programmes.

A central bank digital currency (CBDC)
is essentially a digital banknote.
Individuals might use it to pay
businesses, stores, or each other (a
"retail CBDC"), while financial
institutions could use it to settle trades
in financial markets (a "wholesale
CBDC").

Central banks are investigating whether
CBDC could help them achieve public-
good goals such as maintaining price
stability and providing safe and robust
payment systems and infrastructure.

BIS INNOVATION HUB WORK ON CENTRAL
BANK DIGITAL CURRENCY (CBDC)

The Bank for International Settlements (BIS)
established the BIS Innovation Hub to
investigate emerging technologies and their
possible influence on central banking.
Central bank digital currencies (CBDCs) are
one of the BIS Innovation Hub's primary
areas of study.

In conjunction with central banks around the
world, the BIS Innovation Hub has been
actively exploring and experimenting with
CBDCs. Its CBDC work includes
investigating various CBDC design choices,
assessing the possible advantages and
dangers of CBDCs, and building CBDC
prototypes.

In addition, the BIS Innovation Hub has
created a network of central banks to
encourage collaboration and knowledge
sharing on CBDCs. The Multiple CBDC
(mCBDC) Bridge network intends to
facilitate cross-border interoperability
between different CBDCs and to investigate
the possibilities for international payments
utilising CBDCs.
Overall, the BIS Innovation Hub's CBDC
work aims to assist central banks in making
informed judgements on whether to issue a
CBDC and, if so, how to design and
effectively administer it.
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CBDCs, if effective, might ensure that, as economies transition to digital, the general
public retains access to the safest form of money - a claim on a central bank. This could
improve payment option diversity, speed up and lower the cost of cross-border payments,
increase financial inclusion, and perhaps permit fiscal transfers in times of economic crises
(such as a pandemic).

The BISIH wants to contribute to this area by conducting applied technology research,
proofs of concept (POCs), and prototypes in collaboration with central banks around the
world.

BY: MUSKAAN KHURANA /  21211479 /  4BBAFT

        Facts

The introduction of CBDC cryptocurrency in India is expected to offer a range of benefits,
such as reduced dependency on cash, lesser overall currency management cost, and
reduced settlement risk. It could provide the general public and businesses with a
convenient, electronic form of central bank money with safety and liquidity and provide
entrepreneurs with a platform to create new products and services. Introducing CBDC in
India would result in a more robust, efficient, trusted, regulated, and legal tender-based
payment option (including cross-border payments).

However, the implementation of CBDC could also pose certain risks that may have a bearing
on important public policy issues, such as risks to financial stability, monetary policy,
financial market structure, and the cost and availability of credit. They need to be
carefully evaluated against the potential benefits.
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3.Addressing privacy issues: Ensuring
that users' privacy is protected is one of
the main challenges facing CBDCs. The
protection of personal data must be
balanced with the requirement for
transparency and traceability, according
to central banks.

4. Regulatory frameworks: In order to
ensure compliance with current laws and
regulations as well as to address new
risks and problems, CBDCs will need a
new regulatory framework. Central
banks, regulators, and other parties will
need to work together to accomplish this.

5.Competition from cryptocurrencies:
Since cryptocurrencies provide
anonymity and decentralisation, they
could pose a threat to CBDCs. In order to
overcome these difficulties, central banks
must present a strong substitute that
offers the advantages of digital
currencies without the hazards.

The road ahead for CBDCs is likely to be
difficult overall, but it will also be paved
with opportunity. In the upcoming years,
the financial landscape may undergo
substantial changes as central banks
continue to investigate the potential
advantages of CBDCs.

ROAD AHEAD OF CBDC

The Centralised Banking Digital Currency
(CBDC) has an exciting and difficult journey
ahead of it. Several central banks worldwide
are actively investigating the possible
applications and advantages of CBDCs,
despite the fact that they are still in the
experimental stage.
Future advancements that we might observe
include the following:

1.Implementation of CBDCs: A number of
central banks are now evaluating CBDCs,
and some have already started pilot
programmes. In order to strengthen
monetary policy, broaden financial inclusion,
and lessen the dangers connected with
cryptocurrencies, more central banks are
likely to introduce CBDCs in the years to
come.

2. Integration with current payment
systems: For CBDCs to succeed, current
payment systems must be interconnected.
This will necessitate major infrastructure
investment. Collaboration between central
banks, financial institutions, and technology
providers will be necessary, as well as large
infrastructure and technological
investments. An increase in central bank
cooperation is necessary for the creation and
implementation of CBDCs. This will call for
global coordination and cooperation between
central banks. New international payment
systems and standards might result from
this.

BY: SAKSHI KUSHWAHA /  22211458 /  2BBAFT



Page 15

MEET THE TEAM

FACULTY COORDINATOR 

DR. RUCHI PAYAL

DR. MAYANK KUMAR

STUDENT COORDINATORS

PRANJAL SINGH
6BBAFT | 20212644

BHUVANESWARI CH
4BBAFT | 21211424

EDITORS

SANYA RAWAL
2BBAFT | 2211460

CHAITANYA VYAS
2BBAFT | 2211422


