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ABSTRACT 

With their various motivations, many central banks still develop CBDC to explore 

its potentials and the drawback of implementation. This research examines the 

macroeconomic and monetary policy consequences, then determine optimal CBDC 

design to support monetary policy strategy. First, this research wants to develop DSGE 

model to quantify macroeconomic and monetary policy consequences in implementing 

CBDC. The DSGE model is consist of seven sectors namely households, retail firms, 

wholesale firms, capital producing firms, banks, central bank, and government. Shock 

generator that used in this model is technology shock and the shock on Taylor rule of 

interest rate. Second, as we know the outcome of the consequences, we continue to 

determine optimal CBDC design using SWOT with purposive sampling meta-analysis 

approach and its implementation strategies. According to the simulation, CBDC could 

effectively maintain inflation through CBDC rate. Meanwhile, optimal CBDC design that 

could support monetary policy is retail and wholesale coverage, interest bearing 

(wholesale) and non-interest bearing (retail) remuneration, account-based and token-

based payment system, traceable degree of anonymity, hybrid architecture, DLT ledger 

system, and domestic and cross-border scope 
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1. Background 

In this digitalization era, CBDC could be the key instrument to provide a safe and 

efficient means of payment. CBDC could enhance the cooperation of central banks, PSP, 

and other institutions to conduct digital payments (Morales-Resendiz et al., 2021). CBDC 

is a direct central bank liability in a form of digital currency (BIS, 2020). More than 60 

central banks are interested in developing CBDC to see the potential and constraints in 

their implementation (Kalfon et al., 2021). The progress varies from the research stage to 

the launch stage (Boar & Wehrli, 2021). BIS, IMF, WEF, World Bank, and other 

stakeholders are involved in CBDC development and continue to support it until its 

reaches a larger ecosystem  (Didenko & Buckley, 2021). The development of technology, 

new players such as fintech companies, declining cash usage, and private crypto-asset are 

also driving central banks to develop CBDC  (CPMI, 2018a). Macroeconomic impact of 

CBDC implication also become the motivation to develop CBDC  (Engert & Fung, 2017) 

Digital cash, blockchain technology, smart contract, open banking, regtech, and 

etc. are some examples of fintech innovation (Kagan, 2020). According to Leong & Sung 

(2018), that fintech could create a new business value such as payments, advisory service, 

financing, and compliance. Those new business values could be very disruptive, and we 

might face digital banks that have a nimble footprint, innovative, transparent regulatory 

compliance, AI utilization, and using cryptocurrency hedging (Abrahams et al., 2016). 

Therefore, it is also possible that the central bank could create digital money that will 

have more convenience, security, costless, and resilience (CPMI, 2018a). Aside from 

central bank, the new players such as fintech companies also take part in the digital 

money development1. The fintech companies give us disruption by offering the customer 

easy access to digital payment that enables them to conduct transaction across many 

services such as transportation, accommodation, and entertainment in one access (OECD, 

2020). That digitalization is also responsible for declining cash usage (McKinsey & 

Company, 2020). There is an example of this cash decline phenomenon, Sweden 

experienced a significant decline in cash usage, and most of the merchant is refusing cash 

as the means of payment (Riksbank, 2020).  Aside from digitalization,  the covid-19 

pandemic also contributes declining in cash usage due to the urgency of social distancing 

(Auer et al., 2020a; Morales-Resendiz et al., 2021). Therefore, CBDC comes with an 

 
1 Those new players are fintech companies such as start-ups to big tech that give disruption to the 

financial industry (Central Bank of Indonesia, 2019) 
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alternative means of payment that is issued directly from the central bank (ING Group, 

2020) 

Aside from declining cash usage, the development of private crypto-asset such as 

stablecoins and cryptocurrency makes CBDC gain attention from the central banks (Agur, 

2018; Shin, 2020). It simultaneously increased the priority of CBDC development by the 

to be replaced by private digital money. Yet, the central bank still not catching up with 

the technology. They need to be in the cutting-edge technology and it has some impacts 

on either regulatory framework or cyber security (Tan & Xue, 2021). The social cost from 

private crypto-asset become the concern of CBDC development (Agur, 2018). First, the 

high volatility of private crypto-asset such as Bitcoin makes it not viable as a stable means 

of payment (He et al., 2014). Second, the tragedy of Bitcoin exchange collapse such as 

Mt. Gox addresses the operational risk of private crypto-asset (Hu et al., 2020). Third, 

high power consumption due to its mining. For example, (2014) 

found out that Bitcoin mining consumes around 5 gigawatts (the same amount as 

Ireland's electric consumption in early 2014). Fourth, private crypto-asset anonymity raises 

AML/CFT concerns (Agur, 2018). Fifth, the private crypto-asset has poor scalability if the 

number of transactions grows exponentially (A. Chauhan et al., 2018). Sixth, the central 

bank would likely lose its sovereignty if private crypto-asset become wider means of 

transactions2 (Gross & Schiller, 2020). Among those concerns, sovereignty in CBDC is 

important because digitalization threatens the central bank over monetary policy and 

AML/CFT concern (Diez de los Rios & Y, 2020). AML/CFT is not merely an act of criminal 

but can disrupt the integrity and stability of the financial sector and the broader economy 

(IMF, 2021b). 

There are also some compelling results of research towards its macroeconomic 

implication. Barrdear & Kumhof (2017) argue that CBDC could increase economic growth 

due to lower real interest rates, lower distortionary fiscal tax rates, and lower distortionary 

liquidity tax rates. Armelius et al. (2018) also argue that CBDC could increase national 

output due to the lower real interest rate. It makes the economic agents tend to increase 

consumption and investment, thus it would increase national output. However, Chiu et 

al. (2019) have a different perspective related to economic growth, they found out that 

 
2 It can be seen from around 7500 private digital currency is emerged until now, which means the central 

bank did not have any surveillance on it (Gross & Schiller, 2020) 
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CBDC could raise commercial banks' competition, thus they would be raising their 

deposit rate, increasing intermediation, and increasing national output. Contrary to their 

result, there are also some results that CBDC could decrease national output. Keister & 

Sanches (2020) argue that CBDC could decrease credit supply, it would reduce bank 

lending power, thus decreasing national output. Gross & Schiller (2020) also have a similar 

perspective that CBDC could decrease commercial bank lending power and reduce the 

national output. Another perspective was founded by Jia (2020) through substitution 

effect, negative CBDC rate could drive people to save less and consume more, due to the 

reduced saving, the investment also reduced, thus it would reduce national output. 

Different perspective also founded by Bitter (2020), CBDC could drive people to convert 

their deposit and saving to CBDC because they consider CBDC as riskless asset, thus it 

would reduce bank lending power and reduce national output 

Aside from the retail side, there is a narrowly provided CBDC only to particular 

institutions such as commercial banks and non-bank financial institutions namely 

wholesale CBDC (Bech & Garratt, 2017). The central bank wholesale CBDC focuses on 

the cross-border payment efficiency, development of capital markets, enhancement of 

cyber resilience, and improvements in securities trading and settlement (Boar & Wehrli, 

2021). Wholesale CBDC could reduce the transaction cost and make the liquidity easier 

to get from the interbank market by using DLT3 (CPMI, 2018a). Through this technology, 

the wholesale CBDC is also able to provide near a real-time settlement in the interbank 

payment, reduce reconciliation, reduce recording, and associated funds transfer on the 

trade date (CPMI, 2017). However, the DLT that will be used for CBDD is more likely 

different from cryptocurrency

maintain its sovereignty and be able to monitor money circulation (Beau, 2021). 

Experiments organized by Bank of Canada et al., (2018) demonstrated that the wholesale 

CBDC could improve stability, resilience, widen access, and reduce transaction cost. Also, 

Project Helvetia announced that DLT in wholesale CBDC was legally feasible and robust 

(BIS et al., 2020). 

To distinguish CBDC from other kinds of money such as cryptocurrency, cash, etc., 

we could describe it into the taxonomy of money. Taxonomy of money is a Venn diagram 

that classifies money based on its characters from the past, present, and future (Bech & 

 
3 The number of intermediaries will be reduced in DLT, so payment, clearing, and settlement will be more 

efficient (CPMI, 2018a) 
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Garratt, 2017). It also illustrated the four key properties such as issuer, accessibility, form, 

and technology. CBDC is divided into 2 main strands, which are retail CBDC and 

wholesale CBDC. Retail CBDC is focused on the general public, which is for all end users. 

On contrary, wholesale CBDC is focused on the financial institution that holds the reserve 

in their central bank.   

 

Figure 1.1 Taxonomy of Money 

Source: Bech & Garratt (2017) 

Many countries have continued their research on both retail and wholesale CBDC. 

For retail CBDC, the Bahamas has launched Sand Dollar since 2020. Bahamas motivation 

is improving financial inclusion, payment efficiency, and AML/CFT, it also allows CBDC to 

be used 24/7 in areas without internet with reduced transaction cost (Bharathan, 2020; 

Central Bank of the Bahamas, 2019). China also developing CBDC due to motivation of 

payment efficiency, financial inclusion, balancing private sector competition, AML/CFT 

and internationalization . A 

pilot test has been conducted in Shenzhen, Suzhou, Chengdu, and Xiongan with a 

transaction value of 162 million USD, thus it encourages China to bring e-CNY to the 

Winter Olympics in 2022 to show the strength of their CBDC (Fanusie & Jin, 2021). 

Financial inclusion becomes their CBDC development motivations due to the declining 
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usage of cash4 (Riksbank, 2020). In addition, the development of e-krona is also aimed 

at providing Sweden with a safe, convenient, and efficient means of payment (Armelius, 

Guibourg, et al., 2020). Meanwhile, Eastern Caribbean aiming financial inclusion and 

balancing the private sector competition (Eastern Caribbean Central Bank, n.d.-a). Some 

African countries such Jamaica is aiming for financial inclusion and payment efficiency, 

while Ghana is aiming for financial inclusion and AML/CFT, also Jamaica is also motivated 

by financial inclusion and payment efficiency (Gross, 2021) 

Some countries are also still in development progress, for example, the United 

States with the Boston Fed and MIT is currently in the CBDC development research to 

assess the speed, security, privacy, and resilience of CBDC (Reynolds, 2020). From several 

retail-CBDC developments in each country, most of their main motivation is financial 

inclusion 

For wholesale CBDC, Switzerland and France are collaborating to develop a CBDC 

under Project Jura, they are focused on the efficiency of cross-border payments (Swiss 

National Bank, 2021). Through Jasper-Ubin Project, Canada developed a CBDC focused 

on clearing, settlement, and cross-border payments efficiency (Bank of Canada & 

Monetary Authority of Singapore, 2019). Hong Kong and Thailand are also developing 

CBDC through the Inthanon-LionRock Project to optimize wholesale cross-border 

payments with a streamlined intermediation model, real-time transfers, and atomic 

Payment-versus-Payment settlements (Pou, 2020). Project Stella that developed between 

the Central Bank of Japan and the European Central Bank is exploring the innovative 

cross-border payment (Bank of Japan, 2020). It can be seen that most of the wholesale 

CBDC cases are more focused on improving interbank settlements and cross-border 

payment quality. 

Some lessons can be learned through their obstacles in doing their development. 

-krona found out that technology and legal aspect regarding 

data privacy and e-krona value guarantor are not yet robust (Riksbank, 2021a). Sweden 

also realizes that they still need development the technology that allows CBDC to be 

conducted offline, implementing balance capping and interest rate feature, and 

robustness of payment system (Agur et al., 2018). Regarding the possibility of offline 

 
4 Sweden to develop e-krona due to a decline in the use of paper money, moreover, the majority of 

payments are using digital money (Riksbank, 2020) 
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CBDC payment, the Uruguay pilot test found out that they can use USSD from their 

SIMCARD as an alternative of payment methods when it's offline (Bergara & Ponce, 

2018). However, lessons learned also could be taken from countries that canceled their 

CBDC development. Denmark concluded that CBDC does not offer significant facilities 

that their existing payments infrastructure does not have (Margulies, 2021). Ecuador once 

launched a CBDC but they disbanded it because it was less efficient with private players 

(Arauz et al., 2021). The Central Bank of Poland also concluded that they could not 

identify any consumer or business demands that could be met if they developed a CBDC 

(Margulies, 2021). The Fed also has not yet decided to develop CBDC until they can assess 

financial stability asses and overcome cyber-attack risk (Shapoval, 2020). Most of them 

discontinued because the cost is greater than the benefits, so it has not yet become their 

priority.  

From those use cases of CBDC development, it seems that there is no best design 

among CBDC development5. CEMLA (2019) -sized-fits-

so, regardless of their choices of CBDC design, the central bank also must have a clear 

role between operator and supervis

financial entities (BIS, 2021b). CBDC design also must be interoperable so It can be 

integrated with other entities such as financial institutions (Kudrycki, 2021). Regarding 

the data concern, CBDC must ensure it is reliable and resilient, especially regarding the 

risk of user data (Morales-Resendiz et al., 2021). CBDC must be implemented to solve 

the problem of their country, not merely due to the trend of CBDC development, thus 

there is no need of hurry in CBDC implementation (Central Banking Newsdesk, 2021a; 

King, 2021)

coexist with cash and other means of payment, which flexible and innovative ecosystem 

of payment, and promote broader innovation and efficiency (BIS, 2020) 

Research about macroeconomic impact of CBDC implementation is still limited to 

argumentation and economic model simulation. Some DSGE model simulation are 

 
5 It can be seen from the development of each type of CBDC in various countries, retail CBDC is more 

likely in developing countries where financial inclusion is still concerning. Wholesale CBDC is more likely 

in developed countries that already have good financial inclusion. However, this cannot be considered in 

choosing a CBDC design because Sweden which is has a high level of cashless chooses the retail CBDC 

design. Economic conditions, consumer behaviour, banking system, and accessibility are the factors in 

determining the design. The high cost of developing CBDC requires the right decision (Kiff et al., 2020b) 
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conducted by Ferrari et al. (2020), Gross & Schiller (2020), and Barrdear & Kumhof (2017). 

Non-DSGE model also conducted by Davoodalhosseini et al., (2020), Agur, Ari, & 

(2019), Kim & Kwon (2019) and Andolfatto (2018). Most of the research of 

macroeconomic impact of CBDC implementation still in the argumentation. For example, 

(Agur et al., 2018; Bindseil, 2020; BIS, 2021b; Bitter, 2020; Bordo & Levin, 2017; 

Carapella & Flemming, 2020; Nelson, 2021; Viñuela & Sapena, 2020; World Economic 

Forum, 2020). Therefore, it is important to enrich the macroeconomic impact of CBDC 

through the comprehensive analysis and learn from its consequences. 

However, research related to the CBDC optimal design still a few and has limited 

design characteristics to explain. For example, (2019) found that 

CBDC should be between interest-bearing and non-interest bearing depending on its 

network effect. Zams et al. (2020) found that non-interest bearing is the most optimal 

CBDC design. Both of them only cover CBDC coverage and remuneration. Most of the 

research are only explain the possible characteristics of CBDC design. Such as research 

that explain the CBDC design from ledger system and anonymity perspective are 

conducted by Allen et al. (2020), Darbha & Arora (2020). The architecture of CBDC 

explained in Auer & Böhme (2020). Meanwhile, Kudrycki (2021) argue that CBDC must 

be properly design so it could unifies the distinction of CBDC. Therefore, it is important 

to conduct research about designing optimal CBDC with various design possibilities 

Regarding of the gaps in the previous paragraph, it is explained the importance of 

discovering macroeconomic consequences of CBDC presence, as well as the monetary 

policy strategies. Therefore, this research wants to quantify macroeconomic 

consequences and monetary policy implication in the presence and absence of an interest 

and non-interest bearing CBDCs in competing with cash and bank deposits using DSGE 

model. Since there is no adequate research about optimal CBDC design, this research will 

determine optimal CBDC design to support monetary policy strategies using SWOT with 

purposive sampling meta-analysis approach.  

We argue that implementing CBDC would likely improve monetary policy 

effectiveness due to effective response in expanding or contracting economy based on 

our simulation. It can be seen how CBDC rate effectively reduce inflation when economy 

starting to overheat and improve output when there is a technological advance. This 

result also aligned with Ammu George et al. (2021), Gross & Schiller (2021), Lim et al. 

(2021) in their DSGE simulation. So, we proceed to examines which optimal CBDC could 
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be designed. We therefore propose that CBDC would be optimal if retail and wholesale 

coverage, interest and non-interest bearing remuneration, account and token based 

payment system, traceable degree of anonymity, hybrid architecture, DLT ledger system, 

and both domestic and cross-border coverage. This result also complementary with Agur 

et al. (2021), Allen et al. (2020) and, Darbha & Arora (2020) 

This research will be divided into five chapters. This chapters explain about this 

research foundational concept. Second chapter will rigorously discuss about CBDC from 

every aspect. Third chapter consist of the data and methods that will be used. Fourth 

chapter is conducting log-linearization. Fifth chapter will define the equilibrium. Sixth 

chapter will explain shock generator for the simulation. Seventh chapter will shows the 

simulation result from DSGE. Eight chapter will define optimal CBDC design as well as its 

strategies. Lastly, ninth chapter will be the conclusion of this research, followed with the 

policy implication and its recommendation.  

2. Literature Review 

2.1 CBDC Modelling 

From a theoretical point of view, the introduction of central bank digital currency 

poses some challenging questions relating to the supply of public and private money and 

the ability of the central bank to utilize CBDC as a tool to increase the efficiency of 

monetary policy. Despite its potential, CBDCs could threaten the stability of banking and 

financial systems. Bank runs and disintermediation may occur when substantial amount 

of bank deposits are converted into CBDCs. Deposits outflow decrease banks funding 

ability and therefore, decline the volume of loan, investment, and economic activities in 

general (Gross & Schiller, 2021). Thus, the focus of theoretical literature in CBDC 

modelling lays in the effect of CBDC on commercial banks, monetary policy, Financial 

stability, and welfare implications. Literatures in this topic of research can be divided into 

three strands (Ferrari et al. (2020) [20]): papers introducing a CBDC in general, papers 

presenting a CBDC in DSGE model, and those analyzing a CBDC in an open economy 

setting. 

2.1.1 Non-DSGE Model 

In the first strand, i.e., non-DSGE modelling of CBDC, many researchers utilize 

stylized and often two-period model to assess the implication of CBDC in domestic 

economy. Agur et al. (2021) discuss the optimal design of interest and non-interest 

bearing CBDCs. In this network effect induced environment, economic agents may 
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choose cash, CBDC, and bank deposits based on their preferences over anonymity and 

security. Two-period model economy which consists of households, banks, firms, and a 

central bank is considered to maximize welfare. In the first period, the central bank 

decides whether and in what form to introduce a CBDC. Then in the second period, 

households decide to use cash, bank deposits, and CBDC (if introduced by central bank) 

in their transactions. Commercial banks extend loan to firms by using deposits from 

households. It is found that, when network effects matter, the interest bearing CBDC can 

be introduced by central bank to alleviate the trade-off between maintaining 

intermediation versus the diverse instruments of payment.  

Andolfatto (2018) develops an overlapping generation model as a combination of 

the Diamond government debt model and Klein-Monti monopoly bank model to study 

the impact of interest bearing CBDC on monopolistic banking sector. It is shown that 

CBDC has no damaging effect toward lending activity of banks. More precisely, if CBDC 

interest rate is independently set of the interest of reserve, then the establishment of 

CBDC  discourage the lending activities. Accordingly, if CBDC interest rate is fixed 

below the interest of reserve, then there is an incentive for the monopoly banks to match 

the CBDC rate for the purpose of retaining deposits. Thus, it is shown by the model that 

introduction of an interest-bearing CBDC does reduce bank monopoly profit but does 

not necessarily lead to bank disintermediation.  

The optimal monetary in environment where cash and CBDC are co-exist is studied 

by Davoodalhossein (2018). By adapting Lagos-Wright model into two-period setting, 

i.e., decentralized and centralized markets, it can be analyzed an economy with only cash, 

only CBDC, or both of cash and CBDC. It is found that, under small carrying cost, the 

introduction of CBDC enables the central bank to acquire better allocations than with 

cash. By calibrating the model to the Canadian and US data, it is revealed that introducing 

CBDC can lead to an increase of up to 0.64 percent and 1.6 percent in consumption for 

Canada and for the US, respectively. The Lagos-Wright model with decentralized-

centralized markets is also considered by Williamson (2021). Chiu, Davoodalhosseini, et 

al. (2019) and Chiu, Jiang, et al. (2019) develop a model of banking system with imperfect 

competition to investigate the effect of general equilibrium of establishing CBDC. It is 

discovered that the introduction of CBDC as an outside option for households, can still 

improve the efficiency of bank intermediation and increase lending and aggregate output 

even if its usage is low. Furthermore, when the model is calibrated to the US economy, it 
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is shown that CBDC can increase the volume of bank lending and investment by 6 percent 

under proper interest rate. The output can also be increased by a maximum of 1 percent. 

Keister & Monnet (2018) study the effect of CBDC establishment on the financial 

stability under the condition of private information about quality of assets hold by the 

bank. In this work the seminal model of Diamond-Dybvig on bank runs is modified in 

such a way patient and impatient agents face two types of liquidity shocks. It is shown 

that, by observing the funds inflow into CBDC, the central bank can deduce the financial 

condition of bank more quickly and monitoring the flow of funds into this new asset. 

Diamond-Dybvig model on bank runs is also adapted by Fernández-Villaverde et al., 

(2020) to study the impact of CBDC on financial stability and bank runs in which banks 

can offer nominal contracts. Other papers thematically most similar with this are Bitter 

(2020), Kim & Kwon (2019) and Skeie (2020) 

2.1.2 DSGE Model 

It is well-known that the dynamic stochastic general equilibrium (DSGE) models are 

widely used to explain and predict co-movements of aggregate time series over the 

business cycle. DSGE models can be viewed as an objectively good representation of 

market economy mechanism. DSGE models can also be considered as the leading tool to 

evaluate the relative strength of interaction among agents (Christiano et al., 2018). 

Researches in the second strand employ DSGE framework to model the consequences of 

CBDC on economy. Compared to the use of the non-DSGE models, research on the 

effects of CBDC using the DSGE models is still rare.  

Gross & Schiller (2021) build a DSGE model to evaluate the effects of interest and 

non-interest bearing CBDC, especially in the period of financial crises. Gertler-Karadi 

model are adopted by focusing the household utility maximization, bank intermediation 

in lending, and the central bank role. In particular, households have three instruments of 

saving with remuneration, liquidity, and risk exposures, i.e., bank deposits, CBDC, and 

government bonds. It is found that the effects of bank deposits crowd out can be 

mitigated by assigning additional central bank funds or setting a low CBDC interest rates 

to disincentivize large-scale CBDC accumulation. Barrdear & Kumhof (2017) propose a 

monetary-financial DSGE model and assess the steady state effect of an interest-bearing 

CBDC. Calibration of the model to pre-2008 US data shows that even if CBDC 

introduction of 30 percent of GDP would cause a bank deposits outflow, the output could 

still increase by 3 percent in the long run.  
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A New Keynesian DSGE model consisting of three economic sectors, namely 

households, commercial bank and central bank, is examined by Luo et al. (2021) to 

analyze the impact of electronic money (including CBDC) on monetary policy and, 

especially the impact of behavior changes on savings, loans, output, and interest rate. 

The simulation results suggest that electronic money exhibits asymmetric effect on 

savings and loans, but an irrational distortion on households, electronic money influences 

the interest rate in reverse manner leading to the management difficulties of the micro 

subjects and affecting the monetary policy effectiviness, and electronic money has the 

effect of restraining risk. Lim et al. (2021) develop a DSGE model equipped with cash and 

digital currency to quantify the effect of loan prime rate (LPR) setting and CBDC 

introduction in China. Using Bayesian estimations, the optimal LPR can be designed to 

improve the stability property of post-CBDC economy. 

2.1.3 Open Economy Model 

Open economy means an economy open to trade and capital flows. The third 

strand of research topic extend the DSGE models into open economy context. This 

direction is more challenging compared to a standard closed economy as we now allow, 

for instance, the world demand and transmission channel through exchange rate. The 

results regarding CBDC effect through DSGE modelling in open economy are thin. Calle 

& Eidan (2020) extend Barrdear-Kumhof model to a small open economy by introducing 

foreign sector, where export-import activities and capital flows are possible. It is 

discovered that the introduction of CBDC with an adjustable interest rate may improve 

the welfare and increase the monetary policy effectiveness. Moreover, exchange rate and 

inflation exhibit more stable movements. Ferrari et al. (2020) build a two-country open 

economy DSGE model to assess the international transmission of standard monetary 

policy and technology shocks in light of two scenarios, namely with and without CBDC, 

and to explore the monetary policy optimality and household welfare in the economies. 

It is shown that the introduction of CBDC strengthen the international spill overs of 

shocks to a significant extent, thus reinforce international connections. A DSGE model 

proposed by Benigno et al. (2019) discusses the two-country open economy nature of 

more globally issued crypto-currencies, which are different in safety and reputation with 

CBDC. The presence of a crypto-currency in a home and a foreign environment with two 

national currencies is analyzed in the framework of monetary policy autonomy. 
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2.2 CBDC and Macroeconomic Implication 

A digital form of currency has been a central discussion among policymakers and 

economists. Voluminous frontier research and practical experimentation concerning 

CBDC have been conducted in the past recent years. Generally speaking, the literature 

can be categorized into two main strands. The first strand focuses on developing a formal 

model examining several aspects and consequences of retail CBDC. In contrast, the 

second strand mainly conducts practical experiments and narrative studies to evaluate the 

practical eligibility of wholesale CBDC implementation and its potential implications.  

Several literature works have provided intense debates on the impact of retail 

CBDC on financial intermediation and stability. Kim & Kwon (2019a) argued that the 

issuance of an interest-bearing retail CBDC would essentially decrease the credit supply 

e-deposit ratio. 

It then leads to higher transformation maturity risks to commercial banks and financial 

instability. Keister & Sanches (2020) also demonstrated that an interest-bearing retail 

CBDC would crowd out bank deposits, raise the real interest rate on deposits, and 

exacerbate investment. On the contrary, Chiu et al. (2019) and Andolfatto (2018) also 

illustrated that in a non-competitive deposit market, retail CBDC acts as an outside option 

As a result, commercial banks supply more deposits, lower the loan rate, and expand 

lending.  

Some authors also argued that the issuance of retail CBDC would deliver optimistic 

consequences on monetary policy. Dyson & Hodgson (2016) highlighted that when an 

interest-bearing retail CBDC entirely replaces the use of physical money, it allows the 

interest rate to be lowered below zero-lower-bound, widening the range of monetary 

policy. Bordo & Levin (2017) argue that retail CBDC also enables central banks to reduce 

their inflation targets. The rationale is that if CBDC is interest-bearing, the agents would 

only diversify their wealth into interest-bearing instruments controlled by the central 

bank. Mancini-Griffoli et al. (2018) also argued that the interest rate channel may be the 

most affected and could be strengthened by the presence of an interest-bearing retail 

CBDC. Changes in policy interest rates induce households and firms to rebalance 

investment and consumption between the future and the present, especially if these are 

exposed to interest-sensitive borrowing and saving instruments. Barrdear & Kumhof 

(2017) demonstrated that the issuance of retail CBDC leads to reductions in real interest 
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rates, distortionary tax rates, and monetary transaction costs. This consequently increases 

the steady-state level of the economy. 

Some of them also proposed several monetary policy plans in the presence of retail 

CBDC. Barrdear & Kumhof (2017) argued that the retail CBDC rate should act as a 

business cycle stabilizer through which the central bank conducts either the quantity-

based or the price-based CBDC policy in a countercyclical manner. Keister & Sanches 

(2019) derived the parallel-policy-CBDC optimal interest rate and shows that it balances 

two competing effects: a higher interest rate promotes more efficient exchange levels 

but decreases the level of investment. Chiu et al. (2019) demonstrated that if the rate of 

interest-bearing CBDC is set moderately, it could expand intermediation. However, when 

the CBDC rate is set too high, it causes disintermediation. Bindseil (2020) proposed a 

retail CBDC. He argued that excessive reductions in the interest 

rate could be politically difficult to accept in bad times. Therefore, it is proposed to solve 

the political acceptance of temporary very low-interest rates on CBDC by differentiating 

remuneration according to the volume of deposits held. 

This strand of literature also addressed the optimum design of retail CBDC by 

considering several aspects. Agur et al. (2019) merely provided a theoretical analysis 

examining optimum retail CBDC designs between cash-like and interest-bearing CBDCs 

by mentioning the role of network effects. They argued that if the introduction of a CBDC 

threatens cash with extinction, an interest-bearing CBDC, with a negative interest rate, 

can compensate. Masciandaro (2018), Gnan & Masciandaro, (2018), and Borgonovo et 

al. (2018) also investigated the best retail CBDC design from the political economy 

approach. The results suggest that the individuals tend to value illiquidity risk and return, 

while anonymity seemed to play a minor role. As such, an account-based CBDC with 

interest-bearing possibly delivers the optimum form of CBDC.  

Contrary to the first strand of literature, discussion on wholesale CBDC is mainly 

shaped through practical experimentation evaluating its eligibility, and narrative studies 

slightly addressed its consequences on financial stability and monetary policy. Bank of 

Canada et al. (2018) demonstrated that the wholesale CBDC is possible to implement. 

Bank for International Settlements et al., (2020) -

experiment on wholesale CBDC using distributed ledger technology (DLT) and token-

based, implying its eligibility. Moreover, some believed that wholesale CBDC might deliver 

some potential advantages. Shirai (2019) emphasized that the wholesale CBDC may 
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enhance financial stability if the central bank extends the eligible financial institutions 

with access to reserve deposits at the central bank, such as insurance firms, pension 

funds, and other non-bank financial institutions. By this, the central bank could monitor 

and extend its policy transmission directly to these financial institutions. (2019) 

argued that such an extension, particularly as an option for temporary ad hoc policy, can 

promote the future framework of monetary policy by complementing the bank-based 

transmissions. Some normative claims also delivered by (BIS, 2019) that wholesale CBDC 

implications are essential. Bank for International Settlements et al. (2020), in the Helvetia 

Project Report, argued that wholesale CBDC contributes to financial stability, in general, 

by avoiding credit and liquidity risks on the settlement asset, and would also necessarily 

impact monetary base composition. As each composition has different utility, it probably 

affects several financial aspects, such as the strength of money creation by the 

commercial banks and financial stability. 

On the other hand, others claimed that wholesale CBDC brings no significant 

consequences on monetary policy and financial stability. Bindseil (2020) pointed out, with 

no formal arguments, that wholesale CBDC would not change the size of the monetary base so 

that it has no significant practical differences from the conventional system. World Economic 

Forum (2020) also claimed that wholesale CBDC, especially domestic coverage, may 

deliver no benefits if the current interbank payment is already efficient and sufficiently 

innovative. 

 

2.3 CBDC Characteristics 

CBDC design has its unique benefits and drawbacks aside from its inherent aspect. 

To investigate that, CBDC will be divided into many classifications such as coverage, 

remuneration, etc. Then, each classification will consist of its characteristic that would 

likely to contrary each other such as retail vs wholesale, interest-bearing vs non-interest 

bearing, etc. Each characteristic will be described in its overview, benefits, and drawback. 

Below is each CBDC characteristic but not limited to: 

2.3.1 Coverage (Retail vs Wholesale) 

Retail CBDC or also known as general-purpose CBDC is intended for widely 

available to all end-user as their means of payment (Cheng et al., 2021). It would be 

providing safe and reliable public payment methods. There is a lot of consideration that 

driving the development of retail CBDC. First, our world experienced a declining usage of 
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cash (Auer et al., 2020a; Wolf, 2021). Decreasing cash usage could lead to lower cash 

acceptance in merchants, like in Sweden. (Riksbank, 2020). Providing CBDC could 

overcome the decreasing cash acceptance by giving alternative means of payment. 

Moreover, the maintenance cost, logistics, and distribution of cash are quite high, thus 

cash becomes not efficient (Raghuveera & Bray, 2020). Second, CBDC is directly issued 

by the central bank, while retail CBDC is distributed for the people, thus it would promote 

financial inclusion by converting an unbanked person into a banked (Kiff et al., 2020b). 

Third, CBDC could be easily monitored due to its traceability, the database will be 

updated by changing the position of the account in every transaction (PwC, 2020). Its 

traceability also allows the central bank to know the exact quantity of issued CBDC 

(Sridhar & Horan, 2021). By knowing this, AML/CFT concerns would be supported (Agur, 

2018). The extracted real-time data of economic activity also allow the central bank to 

perform smarter decision in policymaking (CPMI, 2018a). Moreover, central bank could 

directly transmit monetary policy through CBDC wallet. However, CBDC could not be 

being sacrificed.  

Contrary to retail CBDC, wholesale CBDC is intended for the interbank transaction 

such as interbank settlement and other wholesale transactions not for financial inclusion, 

it also serves the same purpose as central bank reserve (BIS, 2021b). Wholesale CBDC has 

similarities with RTGS, but it is enhanced by DLT in their ledger system (BIS et al., 2020). 

DLT enables us to gain a near-instant settlement, reduced intermediaries, reduced 

reconciliation, and synchronization within the distributed participant6. Usually, RTGS 

system is using telecommunication network that able to transmit and process the 

information in real-time (BIS, 1997). The participant is allowed to manage their transfer 

such as submission, validation, and recording (CPMI, 2018a). Wholesale CBDC is also 

allowed to be tokenized, thus will become their asset and those assets will be the sending 

value to the receiver without using intermediaries (Geroni, 2021). The central bank also 

could monitor real-time data and transmit policy directly to these financial institutions 

(CPMI, 2018a). Some research found that wholesale CBDC can provide several potential 

advantages. Shirai (2019) and the Committee on Payments and Market Infrastructures 

(2018b) emphasize that wholesale CBDC can improve financial stability by providing 

access for non-bank financial institutions (such as insurance and pension fund) to central 

 
6 ibid 
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bank reserve. Wholesale CBDC also creates a better cross-border payment that has less 

cost, real-time settlement, and huge coverage (BIS et al., 2021).  argues 

that wholesale CBDC temporary ad hoc policies could promote a future monetary policy 

framework by complementing bank-based transmissions. Several normative claims from 

the Committee on Payments and Market Infrastructures (2019) and the Bank for 

International Settlements et al. (2020) in the Helvetia Project Report said that wholesale 

CBDC will give a contribution to financial stability by avoiding credit and liquidity risk in 

settlement assets, this will also have an impact on the composition of the monetary base. 

Since each composition has different uses, it may affect some financial aspects such as 

the money-creating power of commercial banks and financial stability. However, legal 

aspects also still being a concern of wholesale CBDC implementation. For example, 

Project Helvetia face a legal problem of central bank competence of issuing wholesale 

CBDC and status of central bank as legal tender (BIS et al., 2020). 

2.3.2 Remuneration (Interest Bearing vs Non-interest Bearing) 

Interest-bearing CBDC is a form of central bank obligation to pay interest on either 

token-based or account-based CBDC (CPMI, 2018a). CBDC allows the central bank to 

comprehensively monitor the amount of money circulating in the economy through the 

CBDC rate (Copik & Franke, 2020). The CBDC rate also could be adjusted depending on 

the policy directly into their CBDC wallet, which also make remunerated CBDC become 

versatile instrument of flexible transfer scheme (CPMI, 2018a; Davoodalhosseini et al., 

2020; Nelson, 2021). Research by Beniak (2019) found that interest-bearing CBDC will 

make monetary policy more effective because it will make it the central bank easier to 

impact interest rates with CBDC rates. Also, positive interest rate payment would likely 

attract people to use CBDC, thus it could broaden the CBDC access (CPMI, 2018a).  If 

CBDC fully replaced the cash, interest-bearing CBDC could be able to penetrate zero 

lower bound with negative rates to stimulate public consumption in the time of economic 

downturn (Davoodalhosseini et al., 2020). This feature would likely make CBDC similar 

to deposits or other assets, but, if CBDC is more beneficial, it could trigger crowd-out 

deposits, thus will make bank disintermediation (Agur et al., 2021; Chiu, 

Davoodalhosseini, et al., 2019; Kim & Kwon, 2019). The risk of bank disintermediation 

happened when people prefer CBDC rather than commercial bank deposits (Bian et al., 

2021). In the worst case, it can create a concentration of deposits that can lead us to the 

bank run due to disrupted maturity transformation. (Fernández-Villaverde et al., 2020). 

However, negative rate could being a disincentive to CBDC holder, thus could prevent 
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bank disintermediation (Bindseil & Panetta, 2020). Interest-bearing CBDC also heavily 

relies on the internet and power. Interest payment or deduction of CBDC can be 

conducted if the devices are connected to the network, thus it will be unreliable when an 

outage happened (Shah et al., 2020). There is also additional cost in interest-bearing 

remuneration, such as administrative, management, and holding cost (Pfister, 2020). 

Also, interest payment is easier to be conducted in the centralized ledger and traceable 

account-based non-anonymous CBDC (BIS, 2020; CPMI, 2018a). 

 Contrary to interest-bearing, non-interest bearing CBDC is just like cash as usual 

and it is not interest-bearing. Same as cash, it will be used for daily payments by using 

denomination of national currency and can be exchanged in par in a commercial bank 

(Armelius et al., 2021). Due to its similarity with cash, non-interest bearing CBDC would 

reduce the demand of cash when the network effect at the point of cash disappearance 

(Agur et al., 2021). Armelius et al. (2018) argue that conversion from cash to CBDC 

depends on the deviation of CBDC benefit and cost of holding. Non-interest bearing also 

means that it could not be utilized as tools of monetary policy (Meaning et al., 2021).  

However, non-interest bearing CBDC could be a monetary policy tools such as 

transmitting helicopter money that is programmed according to monetary policy (BIS, 

2020). Armelius et al. (2018) argue that when an economic downturn occurred, people 

tend to move their assets to CBDC due to consideration as risk-free even though without 

interest rate incentive, thus leading to bank disintermediation. From its reliability, non-

interest bearing CBDC has the possibility of conducting offline transactions such as NFC 

or USSD7.  

2.3.3 Payment System (Account-Based vs Token-Based) 

Account-Based CBDC relies on the authentication of the identity (Auer & Böhme, 

2020b). It can be assumed that the asset claim is restricted to identity information like 

current bank transactions, thus it would be good in supporting AML/CFT concerns (PwC, 

2020). Due to its restriction, account-based CBDC is only possible to be conducted in 

(Didenko & Buckley, 2021). 

To conduct the transaction, the user needs to show their authority by proving their 

identity as the account through information such as password, PIN, fingerprint, etc. (Allen 

et al., 2020; Bank of England, 2020). Account-based CBDC also has an efficient scheme 

 
7 Non-interest bearing CBDC enable conduct offline transaction if it has token-based payment system 

(Armelius et al., 2021) 
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of identity for its user, thus it could protect the users from cyberattack such as data abuse 

and hoarding while raising concerns about AML/CFT (BIS, 2021a). Bordo & Levin (2017) 

argue that account-based CBDC transactions could be quick and secure because 

verification is only using an identity that has been created from CBDC creation, thus it is 

cheaper and faster than token-based CBDC. Capacity of CBDC wallet also easily to 

implement in account-based payment system (CPMI, 2018a) 

 

Figure 2.1 Comparison between payment systems 

Source : Adapted from Auer & Böhme (2020) 
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 On contrary, token-based CBDC relies on verification from the receiver to ensure 

the validity of the payment object8 (CPMI, 2018a). The payment scheme of token-based 

CBDC is just like the cash transaction, also it was a store of value  (Armelius et al., 2021). 

Token-Based CBDC will make sure of universal access as long as they obtained digital 

signature to conduct a transaction, and could be transferred directly to other users (peer-

to-peer) without any third party (Auer & Böhme, 2020b). The anonymity on token-based 

CBDC can be adjusted to a certain degree, so it only extracts specific transaction 

information, thus still could raise AML/CFT concern (CPMI, 2018a). Offline payment also 

can be conducted in token-based CBDC by using technology such as NFC, USSD, or value-

iable when an outage happened (BIS, 2020; 

Kahn et al., 2018). One of the offline transaction consequences is the delay in 

reconciliation, which is it needs to wait for the device back to online so it would be 

synchronized with the system (Jiaying Jiang & Lucero, 2021). But there are some 

disadvantages for the user security, the owners need to keep their private key carefully, 

otherwise, the amount of money that they were held is lost (Auer & Böhme, 2020b). 

Also, Bordo & Levin (2017) argue that token-based CBDC is costly because every created 

token must be stored in the encrypted ledger, thus it's more expensive than account-

based CBDC. 

2.3.4 Anonymity (Anonymous vs Traceable) 

CBDC could be designed in anonymous or full disclosure depending on the 

proposed design (Darbha & Arora, 2020). The anonymity could be ranged from 

completely anonymous to none (CPMI, 2018a). Offline transaction could be conducted 

in anonymous CBDC, as proposed in cash-like CBDC (Armelius et al., 2021). Anonymous 

thus it -based CBDC9 (CPMI, 2018a; Engert & Fung, 

2017). User privacy is the main concern and is emphasized in this design (Bank, 2019). 

identified, such as Bitcoin (Agur, 2018). Most central bank is against the anonymous 

design of CBDC due to the possibilities of illicit activities (Kaminska, 2021). Also, the 

operational cost for anonymity is high because the information must be encapsulated, 

 
8 Token-based also can be called value-based (CEMLA, 2019) 

9 Account-based CBDC rely on verification of account holder identity, which impossible to be anonymous 

(CPMI, 2018a) 
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thus adding complexity to it. Due to its complexity, it has lack of scalability and has risk 

of hidden vulnerabilities.  (Darbha & Arora, 2020).  

On contrary, traceable CBDC offers the disclosure of identified information 

(Darbha & Arora, 2020). Traceable CBDC allows the central bank to gather digital records 

and traces, thus able to support AML/CFT concerns (CPMI, 2018a; Ma, 2021). With a 

lower privacy level, CBDC would be easier to be designed because there is less 

information that needs to be secured, which is more cost-efficient (Darbha & Arora, 

2020)

transaction (Riksbank, 2021b). Even though China also want to give their people privacy, 

China still applies managed anonymity, in which small transaction will be anonymous, 

but the large transaction will be traceable .  

2.3.5  Architecture (Indirect vs Direct vs Hybrid) 

BIS proposes possible three architectures of CBDC issuance, which are direct, 

indirect, and hybrid10 11. Indirect CBDC means that the intermediary has a mandate to 

fully back each outstanding indirect CBDC-like liability to people to the retail consumer 

through its actual holding of CBDC that deposited at the central bank12 (Auer & Böhme, 

2020b). The central bank has no mandates of KYC, dispute resolution, and related 

services, also the central bank has no records of individual claims13. People will claim their 

CBDC in the intermediaries such as a commercial bank or other financial institution (PwC, 

2021). The central bank is only responsible for each trust account's settlement, 

regulation, and CBDC issuance (Adrian, 2019). China plans to use two-tiered CBDC in 

their implementation, PBOC will issue and redeem CBDC to intermediaries, then the 

intermediaries will distribute the CBDC to people14 (Jiaying Jiang & Lucero, 2021). 

However, when financial stress occurs, authority needs to prepare deposit insurance as it 

is not a direct claim of central bank (Auer & Böhme, 2020a) 

 
10 All of those three architecture are compatible for both account and token based CBDC (Auer & 

Böhme, 2020b) 

11 This architecture also known as one-tier CBDC 

12 This architecture also known as two-tier CBDC (Ali, 2018) 

13 ibid 

14 Intermediaries that would likely to be used by China is commercial banks, payment platform (such as 

Alipay and WeChat Pay), and telecom companies (Jiaying Jiang & Lucero, 2021) 
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Direct CBDC means that the central bank is the only authority that handles 

payment service, which implies central bank has full knowledge of retail transaction15 

(Auer & Böhme, 2020b, 2020a). All of the people involved in CBDC transactions must 

hold an account in the central bank (PwC, 2021). However, the central bank scale of 

building and technical capabilities is most likely better be undertaken by the private 

sector, also the central bank needs to build related technologies that require a large-scale 

operational expansion which makes the central bank do beyond their mandates (Auer & 

Böhme, 2020b). Moreover, it also could be undesirable from the view of public trust 

(Allen et al., 2020). For the use case, the Bahamas uses direct CBDC by managing 

currency issuance, holding monitoring, and KYC/ identity infrastructure (Central Bank of 

the Bahamas, n.d.) 

 

Figure 2.2 Comparison between CBDC architecture 

Source: Auer & Böhme (2020) 

 
15 However, the KYC could be handled by intermediaries (Auer & Böhme, 2020b) 
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Hybrid CBDC is a merging between direct and indirect architecture, CBDC will be 

the direct claim of the central bank and intermediaries will handle KYC and retail payment 

(Auer & Böhme, 2020b). The central bank is the only authority that can issue or destroy 

CBDC while letting intermediaries handle interaction with the people (Calle & Eidan, 

2020). An example of architecture that is identical with hybrid CBDC can be seen in Bank 

of England exploration16.  In their discussion paper, Bank of England (2020a) designed a 

CBDC that the central bank functions as the core ledger, while the API will allow chosen 

intermediaries to be connected with a core ledger, then the intermediaries would manage 

all of the interaction with people and provide user-friend interfaces between users and 

ledger.   

2.3.6 Ledger System (Centralized Ledger Technology vs Decentralized Ledger 

Technology) 

Centralized Ledger System (CLT) is a ledger system that is created, controlled, and 

maintained by a central authority (Inghirami, 2019; Morgan, 2018). The central authority 

is responsible for ledger maintenance, asset transfer recording, and the invoice of the 

validated transaction (Zetzsche et al., 2017). All of the parties will reconcile their local 

database with a centralized ledger (World Bank, 2017). The authority is reflected as the 

most trusted guarantor of the entire financial system that can bring credibility in fund 

transfer records (Athanassiou, 2017). The transaction in CLT has involved the two parties 

which are the payer and payee, then each of the parties' ledgers will record the 

transaction by debiting and crediting each other. The bank will interfere with the 

centralized ledger to manage the transaction flow using the double-entry accounting 

principle, thus reflecting their truth perspective (Casey & Vigna, 2018; Laroiya et al., 2020; 

Lemma, 2020). CLT also has high efficiency due to its high transaction frequency and 

lower energy consumption (Rejeb & Keogh, 2021). For example, centralized VISA can 

process up to 56,000 transactions per second but Bitcoin that used decentralized 

architecture only can process up to 7 transactions per second ć, 2018). CLT also 

allow central bank to easily control and coordinate as the small number of servers (Allen 

et al., 2020). However, CLT can conduct transaction forgery, transaction reversal, and 

censorships, which create an opportunity for illicit activities (Ainsworth & Magauran, 

 
16 ibid 
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2018; Mainelli & Smith, 2015)

when an outage occurred17 (Allen et al., 2020) 

Meanwhile, DLT is a technology that enable us to record and share the data across 

multiple data ledgers (World Bank, 2017). This technology allows the ledger to be 

distributed, shared, and synchronized across the distributed network, so everyone can 

get a copy of it (Hasib, 2019). Account creation is also more seamless in DLT due to its 

improved identity verification and integration with IoT, then transform unbanked people, 

thus promoting financial inclusion (Barr et al., 2021; Farahani et al., 2021; Zarrin et al., 

2021). DLT enable us to extend by using blockchain technology. Blockchain is a data 

(World Bank, 2017). Blockchain and DLT are 

quite similar, both of them able to record the information and distribute the information 

across the network, but they are not equivalent (Chandler, 2019). Blockchain mechanism 

needs consensus to validate each transaction before it can form a 

(Ozdayi et al., 2020). Blockchain creates a block based on each validated transaction, 

then, every block that has been created will create a chain that is linked to the previous 

block hash and got time-stamped18. Any alteration will change the block hash and the 

whole chain will alert due to the desynchronization of block hash, in other words, its 

mechanism makes blockchain to be immutable and better transparency, thus hard to 

tamper with (Agrawal et al., 2021; Politou et al., 2019). Its attributes also could increase 

(Tong, 2021). Due to its immutability, the 

longer created chains will make the blockchain more resilient from the cyberattack 

(Narayanan et al., 2016). Blockchain implementation also allow us to conduct offline 

transaction through NFC (Igboanusi et al., 2021). However, we could not alter the 

(Allen et al., 2020; 

Daian et al., 2019; Doweck & Eyal, 2020) 

 
17 One of the options to mitigate that risk is applying geo-replication in the system, so it can be easily 

recovered when one of the systems is down. (Allen et al., 2020).  

 
18 Usually, the method of securing decentralized is using Proof of Works. This is the part of adding a new 
block into the blockchain. The block will be summoned to life by the operator (miners). A new block will 
be accepted when the operator comes up with the new winning Proof of Works (Hertig, 2020) 



26 
 

 

Figure 2.3 Blockchain mechanism 

Source: Adapted from Nakamoto (2008) 

Blockchain immutability attribute carries a huge consequence of energy consumption, 

each block creation requires some miners to validate its transaction, while the mining 

activities consume huge electricity, which is create more pollution19 (Ghosh & Das, 2020). 

Meanwhile, DLT without using blockchain technology not consume much energy due to 

the absence of miners (Marco Polo Network, 2018). Aside from energy consumption, 

there is also another problem in CBDC implementation about the reward formulation for 

the operator (Allen et al., 2020), the central bank should calculate the optimal incentive 

for the operator so it could make longer chain due to the more attracted operator. 

2.3.7 Scope (Domestic vs Cross-Border) 

Domestic scope of the transaction means the payment where the transaction is 

respectively debited and credited in the same currency (Bech & Garratt, 2017). Currently, 

most of the CBDC development focuses on domestic scope for further investigation 

about economic and practicality before they advanced into cross-border (BIS et al., 2021). 

Also, based on the survey, most of the emerging economic countries are focusing on 

 
19 For example,  found out that Bitcoin mining consume around 5 gigawatt 

(same amount of Ireland electric consumption in early 2014) 
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domestic uses rather than cross-border, meanwhile, advanced economics country has 

more motives. (Auer, Haene, et al., 2021). Both of domestic and cross-border CBDC also 

has concern to maintain user privacy (Zhang & Huang, 2021) On contrary, the cross-

border scope is the payment where the transaction is respectively debited and credited in 

a different currency (Bech et al., 2020). Cost,  speed, access, and transparency are the 

main critical concern of cross-border payment (Financial Stability Board, 2020). Cross-

border CBDC could promote interoperability that has potential benefits such as fewer 

intermediaries, better efficiency, enhanced integration, enhanced compatibility, improved 

security, and mitigation of cross-border currency risk (Auer, Haene, et al., 2021; BIS, 

2021c; Choi et al., 2017). Cross-border CBDC also has more concern on its transparency 

because AML/CFT become a nation measure of cross-border payment (FATF, 2021). 

Central bank also indicates another important concern such as ease of settlement, cyber 

security, and emergence global stablecoins (Auer, Boar, et al., 2021). Prior to CBDC, SEPA 

(Single Euro Payment Area) in European Union is one of the efforts to reduce the 

transaction cost of cross-border payment (Auer, Haene, et al., 2021). SEPA successfully 

create efficient cross-border payment by removing domestic and cross-border transaction 

(European Central Bank, 2019). However, security and resilience become more complex 

due to the involvement of several jurisdictions (BIS et al., 2021). Also, due to interlinkages, 

cross-border scope has more risk and chance of bank disintermediation (Chau & 

Dickinson, 2015). According to Auer et al. (2021), there are three approaches to achieve 

cross-border payment interoperability on CBDC : 

Model I: mCBDC Arrangement Based on Compatible CBDC System 

The compatible CBDC system approach is a system where private companies will 

handle the transfer between CBDC and they will get benefit from compatibility measures 

(Auer & Böhme, 2020b). The governance, rulebook, infrastructure, and criteria of 

participation will be defined by the system. But the standard of those aspects needs to 

be coordinated so it can simplify the KYC and transaction processes. This is important 

 

participants to move to straighten legal frameworks in the complex market (Japan 

Ministry of Finance, 2020). Moreover, the compatibility of legal is one of the factors that 

cause friction in cross-border payment. Since this includes private companies, there will 

be competition among them. This competition will lead to innovation that can make 

CBDC be faster, cost less, and transparent (CPMI, 2018b).  
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Figure 2.4 Model I: mCBDC Arrangement Based on Compatible CBDC System 

Source: Auer et al. (2021) 

Model II: mCBDC Arrangement Based on Interlinked CBDC System  

 An interlinked CBDC system is a system where both countries need to align their 

systems, such as a common clearing mechanism or shared technical interface (Auer, 

Haene, et al., 2021). A common clearing mechanism means linking the system through 

the chosen account of settlement, meanwhile, a shared technical interface allows the 

transaction to make payment to other countries, synchronize, and mitigate the risk of 

settlement with the support of the contractual agreement. The central bank is also able 

to hold other countries CBDC, and vice versa (Bank of Canada et al., 2018) 
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Figure 2.5 Model II: mCBDC Arrangement Based on Interlinked CBDC System 

Source: Auer et al. (2021) 

Model III: Single mCBDC Multi-currency System 

This approach is more like the central bank being unified into one system including 

multiple CBDC. This is because the participant agrees to create a single rulebook, the 

requirement of participation, and infrastructure (Bech et al., 2020). This approach will 

enhance the efficiency and functionality but it creates a hurdle in their governance. This 

approach is compatible with both retail and wholesale CBDC. Retail CBDC will focus on 

volume and wider participation, while wholesale CBDC focuses on higher value and real-

time payment. But there is a constraint in this approach when it comes to wider 

implications like monetary policy, financial stability, and payment policy. Central banks 

need to assess if they are willing to remove some of the governance to align with the 

multiple CBDC agreement (Auer, Haene, et al., 2021). Negotiation about this will be a 

huge constrain for each central bank to reach a consensus  
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Figure 2.6 Model III: Single mCBDC Multi-currency System 

Source: Auer et al. (2021) 

 

2.4  Lesson Learned from CBDC Development 

There is numerous CBDC development that has been conducted across the world 

ranging from the research phase to live implementation. Therefore, their output could be 

used as a lesson for this research so the optimal CBDC design would be robust. Legal 

aspects are one of the concerns that must be looked at in CBDC development, as 

regulatory amendment may be required in some countries depending on its jurisdiction 

(Morales-Resendiz et al., 2021; Townsend, 2019). According to (Riksbank, 2021a) in the 

pilot testing, Sweden found out that Riksbank as the central bank must be considered as 

guarantor of e-krona value, even though there are no intermediaries in the e-krona 

system. Also, Sweden must create a rule to regulate how much information that could 

be extracted from the transaction since its related to data privacy. E-krona itself also must 

be considered as a promissory note in a digital form in their jurisdiction. China also faces 

the problem regarding data privacy, it is still not clear how people (as a CBDC user) settle 

a problem when there is an issue of misused or fraudulence (Jiaying Jiang & Lucero, 2021) 

Ensuring efficiency also becomes a concern that must be learned from CBDC 

development (Morales-Resendiz et al., 2021). Before massive CBDC development, 

Ecuador had already released its own digital currency namely dinero electrónico. 

However, due to its inefficiency against the private sector, people tend to use private 
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digital money rather than dinero electrónico, thus Ecuador canceled its digital currency 

due to the loss in the competition (Arauz et al., 2021).  

System failure such as outage is unavoidable in the technology. One idea is using 

a token-based payment system that enables us to conduct an offline transaction (BIS, 

2020). Sweden tries to assess the alternative methods for e-krona when there are any 

disruptions in energy provision, thus they try to find out the design that makes e-krona 

able to conduct an offline transaction (Armelius, Guiborg, et al., 2020). China also tries 

to provide offline transaction solutions by implementing NFC on its digital wallet (Chow 

& Eckert, 2021). Meanwhile, Uruguay uses USSD as a solution to conduct transactions 

offline (Bergara & Ponce, 2018) 

Kudrycki (2021) argues that many CBDC research and development have a few 

concerns about interoperability, whereas, limited interoperability could make slow digital 

financial services. Meanwhile, sufficient interoperability in CBDC could ensure the 

seamless funds flow between the payment system and able to reach a broader payment 

landscape, resilience, payment diversity, financial inclusion, improving cross-border 

payment, and supporting privacy (BIS, 2021c).R3 Corda (2021) argues that the bare 

minimum of reaching interoperability is proof that the transaction has taken place that is 

facilitated by finality at the smart contract level.  

The adoption process including onboarding, financial education, and incentive 

becomes a barrier in CBDC distribution. For example, the Bahamas pain point is the costly 

onboarding due to the archipelago geographic access barriers (Morales-Resendiz et al., 

2021). The key to successful adoption lies in how easy the onboarding and strong push 

to reduce cash usage (BIS, 2021d). Ease of onboarding also being one of the perquisites 

of well-functioning CBDC (Allen et al., 2020). Therefore, it could be learned that adoption 

is an important concern in CBDC implementation 

To have a robust CBDC design, it could be learned that CBDC must follow the 

Principle of Financial Market Infrastructure (PFMI) (Morales-Resendiz et al., 2021). PFMI is 

consisting of 24 principles that aimed to strengthen financial market infrastructure and 

support financial stability (CPSS, 2012). Allen et al. (2020) argue that PFMI could become 

a measure of the governance, operational, and financial ability of their CBDC 

implementation. Bank of England (2021) also argue that PFMI could be the assessment 

of risk in financial market infrastructure in the presence of CBDC implementation. 
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2.5 Limitation in CBDC Implementation 

CBDC needs to be carefully drafted frameworks, clear concepts, as well as a good 

strategy, which are at least equally important to exploit the full potential of CBDC 

(Koumbarakis & Dobrauz-saldapenna, 2019). There are some aspects that must be 

concern as an insight before implementing CBDC: 

2.5.1 Digital Divide 

Digital Divide occurs when there is a gap between either region or demographic that 

already digitalized and not (Taylor, 2021). It refers to the accessibility to internet 

connection, devices, and any other technologies. Meanwhile, effective CBDC 

implementation requires the adequate infrastructure, such as internet coverage, devices, 

digital literacy, and common digital adoption (Didenko & Buckley, 2021; Lee, 2020; 

Pantuliano & Tyson, 2021). The internet users around the world is only 60.1 percent in 

2021 (Kemp, 2021). The global smartphone penetration also still reaches 78.05 percent 

in 2021 . Those gaps implies that there still some concern about digital 

divide that become the limitation of CBDC implementation. While finding the solutions 

of digital divide, the central bank could implement broad range of devices that can be 

used by CBDC (European Central Bank, 2020). BIS (2021d) also implies that offline 

accessibility is required and relevant for the area that have limited internet coverage. Thus, 

CBDC design should able to conduct in both online and offline situation.  

2.5.2 Weak Cyber Security 

Cyber security could be defined as information protection of electronic system from theft 

or damage (Schatz et al., 2017). There will always be an effort to exploit the technology 

for personal gain, which means the risk of cyberattack is always exist (Australian 

Computer Society, 2016). However, the issue of cyberattack towards fintech is keep 

raising since 2017 (Sadlawokski & Sobieraj, 2017), which means, cyber security of CBDC 

being a limitation for its implementation. Moreover, emerging markets are tend to have 

more exposure to cyberattack, especially if the government has weak effort in handling 

sensitive data (KPMG, 2015). For example, Singapore Redmart, Thailand hospital, 

Singapore ST Engineering Aerospace, Indonesia Tokopedia are major known of 

cyberattack incident in 2020 (INTERPOL, 2021). Indonesia also the 2nd most vulnerable 

against cyber-attack after India in 2020 (National Cyber and Crypto Agency (BSSN), 
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2021). Moreover, World Bank (2021a) in Beyond Unicorn publication said that 

strengthening cyber security still being a main priority to be fixed. Therefore, weak cyber 

security could be the limitation of CBDC implementation because the responsibilities of 

CBDC as the carrier high-value target consisting of public identity information (Minwalla, 

2020) 

2.5.3 Costly CBDC Infrastructure 

CBDC infrastructure is costly because it needs to develop customer interface, front-end 

wallet, choose and maintain technology, supervise transactions, promote AML, and 

prevent CFT (Adrian & Griffoli, 2019). Bank of England also still assess the CBDC issuance 

with their treasury (Central Banking Newsdesk, 2021a). The infrastructure cost of CBDC 

infrastructure could be allocated to anything else as long as it brings prosperity. To have 

the public sector handle technology such as CBDC will be irrelevant and costly, as the 

private sector keeps innovating (Adrian, 2020). Therefore, public-private partnership is 

more cost-saving in the procurement of CBDC infrastructure.  It was also applied by most 

of the countries that developing CBDC. Moreover, it makes us able to integrate the data 

for KYC and AML with private entities. We have either state-owned enterprise banks or 

fintech companies on Indonesia Fintech Association or other private banks to cooperate 

with.  With this scheme, the central bank can be the focus on building the most efficient 

and effective system rather than the procurement itself. Most of the countries that 

develop CBDC use this scheme also. The challenge is either the central bank and 

government need to give good bargaining in this partnership to ensure smooth 

procurement and deployment.  

2.5.4 Inequal Financial Inclusion  

Indonesia still has 76.19 percent of financial inclusion (Otoritas Jasa Keuangan, 2019). 

Currently, distribution on Indonesia's financial inclusion is concentrated in the west part 

of Indonesia while the east part of Indonesia is less concentrated. This is in accordance 

with Asosiasi Penyelenggara Jasa Internet Indonesia (2020) findings that the east part of 

Indonesia still has bad internet coverage. Promoting financial inclusion will be a wise 

choice because it will make CBDC distribution easier. Moreover, promoting financial 

inclusion also increases economic growth, reduces poverty, and reduces inequality 

(Erlando et al., 2020). Therefore, Indonesia must consider the connectivity by pushing the 

internet infrastructure so the CBDC distribution will be successful 
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3. Data and Methodology 

3.1 DSGE Approach 

3.1.1 Assumption 

Our model economy is populated by seven classes of agents: a continuum of 

identical households of measure unity indexed by ℎ ∈ [0,1] , a retail firm or final-good 

producing firm, a continuum of wholesale firms or intermediate-good producing firms 

indexed by 𝑗 ∈ [0,1] , a capital-producing firm, a commercial bank, the central bank as a 

monetary authority and the government. 

The basic structure of our DSGE model is depicted in closed economy New 

Keynesian framework by Getler & Karadi (2011), Primus (2017), and Gross & Schiller 

(2020, 2021) 

Household consume and supply labour to wholesale firms, receive wage, choose 

the real levels of cash, deposits, CBDC and government bonds to hold at the beginning 

of the period, and pay lumpsum tax to the government. Households also receive dividends 

from firms and the bank. Retail firm aggregates imperfectly substitutable intermediate 

goods into a single final good which is used for consumption, investment or government 

spending. The final good is sold at a perfectly competitive price. Wholesale firms use the 

labour provided by households and capital to produce a unique good that is sold on the 

monopolistically competitive market. Wages are fully flexible and adjust to clear the 

market. Capital-producing firm purchases the final good for investment and combines it 

with existing capital stock to produce new capital goods. Commercial bank is owned by 

households. The bank supplies credit to wholesale firms to finance their short-term 

working capital needs, supplies credit to the capital-producing firm for investment 

financing, pays interest on household deposits and central bank loans, and holds 

minimum reserves against deposits at the central bank and gets remuneration.   

The central bank regulates the commercial bank and sets its policy interest rate 

using a Taylor-type rule and supplies all the credit demanded by the bank at the prevailing 

refinance rate. The government offers bonds, receives tax payments and makes spending 

In some aspects we follow approaches developed in previous researches by others 

and in different standpoints we make few extensions. Our model has the following 

features: 
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1. We consider a money-in-utility intertemporal welfare function to be maximized by 

households. The presence of cash in addition to bank deposits and CBDC is slightly 

extend the one by (Gross & Schiller, 2021). The cash also appears in the budget 

constraint. 

2. We decompose the total consumption by households into those using cash and 

CBDC. The price of consumption goods is also differentiated according to cash 

and CBDC. 

3. Consumption goods purchases by using cash and CBDC are conducted by 

incorporating a proportional transaction cost. This assumption widens the 

transaction activities in (Gross & Schiller (2021) but conforms with one by (Barrdear 

& Kumhof, 2017) 

4. In the profit maximization of wholesale firm we adopt the so-called Calvo-Yun 

price setting, where firms have a certain probability of either keeping the price 

fixed in the next period or optimally determining its price 

5. Banks hold their funds in central bank reserves in the form of cash and CBDC, 

both for required and excess reserves. Central bank pays interest on reserve 

balances. 

6. Banks supply loans to firms in combination of cash and CBDC 

7. Similar to Gross & Schiller (2021), the nominal interest rate on CBDC follows the 

interest rate of central bank funding considering the financial stress expressed as 

the percentage deviation of banks equity from steady state. This rule is intended 

to disincentivize CBDC accumulation in a crisis 

8. Government bonds are held by banks, central bank, and households. 

9. To quantify the effect of disruptions by economic shocks, our model is equipped 

with a number of shock generators, namely technology shock, and the shock on 

Taylor rule of interest rate 

3.1.2  The Model of Economy 

3.1.2.1  Household 
 

In this model, the economy is populated by a continuum of households indexed 

by ℎ ∈ [0,1] whose problem is to maximize a particular intertemporal welfare function. 

To this end, a money-in-utility function proposed by Sidrauski (1986) and in the form of 

the constant relative risk aversion (CRRA) utility function is adopted. The lifetime utility 

function 𝑈𝐻 is additively separable into consumption of goods 𝐶ℎ,𝑡, supply of working 
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hours 𝐿ℎ,𝑡, and saving in the form of bank deposits 𝐷ℎ,𝑡, money holding in cash (real 

money balance) 𝑀ℎ,𝑡, and digital money holding in CBDC 𝐸ℎ,𝑡. Each household ℎ wants 

to maximize the following expected utility: 

 

𝑈𝐻 = 𝔼0 ∑ 𝛽𝑖

∞

𝑖=0

(
𝐶𝑗,𝑖

−𝜎

1 − 𝜎
+

𝛼𝑒(𝐸𝑗,𝑖 𝑃𝑖⁄ )
1−𝜂𝑒

1 − 𝜂𝑒
+

𝛼𝑚(𝑀𝑗,𝑖 𝑃𝑖⁄ )
1−𝜂𝑚

1 − 𝜂𝑚
+

𝛼𝑑(𝐷𝑗,𝑖 𝑃𝑖⁄ )
1−𝜂𝑑

1 − 𝜂𝑑

+
𝛼𝑙𝐿𝑗,𝑖

1+𝜑

1 + 𝜑
), 

(2.1) 

 

where 𝔼0 stands for the rational expectations operator conditional on the information set 

at time zero. In (2.1), 𝛽 ∈ (0,1) is the intertemporal discount factor, 𝜎 ∈ (0,1) is the 

relative risk aversion coefficient, 𝛼𝑒, 𝛼𝑚, 𝛼𝑑 > 0 are relative utility weights or preference 

parameters of CBDC, cash, and bank deposits, 𝜑 is coefficient relates to Frisch elasticity 

of labor supply, and 𝜂𝑑 , 𝜂𝑚, 𝜂𝑒 > 0 are coefficients relate to elasticity of bank deposits, 

ty function by introducing 

wealth in the form of government bonds 𝐵ℎ,𝑡
𝐻  as discussed by, for instance, Michaillat & 

Saez (2021). However, this extension modifies the properties of the New Keynesian IS 

curve, where the interest rate is now negatively related to output instead of being 

constant, equal to the time discount rate. 

Households are assumed to consume goods, invest money, pay taxes, and receive 

wages for their labor supplied. Households also own the firms and the bank, and 

therefore receive dividends and profits sharing. Decisions made by households must 

match the following budget constraint: 

𝑃𝑡(𝐶ℎ,𝑡 + 𝐼𝑁𝑉ℎ,𝑡) + 𝐸ℎ,𝑡 + 𝑀ℎ,𝑡 + 𝐷ℎ,𝑡 + 𝑇𝐴𝑋ℎ,𝑡

= 𝑊𝑡𝐿ℎ,𝑡 + 𝑅𝑡
𝐾𝐾ℎ,𝑡 + (1 + 𝐼𝑡−1

𝐸 )𝐸ℎ,𝑡−1 + 𝑀ℎ,𝑡−1 + (1 + 𝐼𝑡−1
𝐷 )𝐷ℎ,𝑡−1

+ Πℎ,𝑡
𝐹𝐵 . 

(2.2) 

 

The terms on the left-hand side of (2.2) summarize the use of economic resources 

by households and those on the right-hand side indicate the economic resources. In (2.2), 

𝑃𝑡 is the general price level, 𝐼𝑁𝑉ℎ,𝑡 is level of investment, 𝑇𝐴𝑋ℎ,𝑡 is the lump sum tax, 𝑊𝑡 
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is the level of wages, 𝐾ℎ,𝑡 is the capital stock, 𝑅𝑡
𝐾 is the return on capital, 𝐼𝑡

𝐸 is the nominal 

interest rate of CBDC, 𝐼𝑡
𝐷 is the nominal interest rate of bank deposits, and Πℎ,𝑡

𝐹𝐵 is the 

profit (dividend) from firms and bank. An additional equation represents the capital stock 

dynamics is 

 

𝐾ℎ,𝑡+1 = 𝐼𝑁𝑉ℎ,𝑡 + (1 − 𝛿)𝐾ℎ,𝑡, (2.3) 

 

where 𝛿 is the depreciation rate of physical capital. Substitution (2.3) into (2.2) provides 

 

𝑃𝑡𝐶ℎ,𝑡 + 𝑃𝑡𝐾ℎ,𝑡+1 − 𝑃𝑡(1 − 𝛿)𝐾ℎ,𝑡 + 𝐸ℎ,𝑡 + 𝑀ℎ,𝑡 + 𝐷ℎ,𝑡 + 𝑇𝐴𝑋ℎ,𝑡

= 𝑊𝑡𝐿ℎ,𝑡 + 𝑅𝑡
𝐾𝐾ℎ,𝑡 + (1 + 𝐼𝑡−1

𝐸 )𝐸ℎ,𝑡−1 + 𝑀ℎ,𝑡−1 + (1 + 𝐼𝑡−1
𝐷 )𝐷ℎ,𝑡−1

+ Πℎ,𝑡
𝐹𝐵 . 

(2.4) 

 

The Lagrange function ℒ𝐻 of the problem is given by 

 

ℒ𝐻 = 𝛽𝑡(𝑈𝑡
𝐻 + Λ𝑡

𝐻𝐻𝑡) + 𝛽𝑡𝔼𝑡(𝑈𝑡+1
𝐻 + Λ𝑡+1

𝐻 𝐻𝑡+1), (2.5) 

 

where Λ𝑡
𝐻 is the Lagrange multiplier, while 𝑈𝑡

𝐻 and 𝐻𝑡 are given as follow: 

 

𝑈𝑡
𝐻 =

𝐶ℎ,𝑡
−𝜎

1 − 𝜎
+

𝛼𝑒(𝐸ℎ,𝑡 𝑃𝑡⁄ )
1−𝜂𝑒

1 − 𝜂𝑒
+

𝛼𝑚(𝑀ℎ,𝑡 𝑃𝑡⁄ )
1−𝜂𝑚

1 − 𝜂𝑚
+

𝛼𝑑(𝐷ℎ,𝑡 𝑃𝑡⁄ )
1−𝜂𝑑

1 − 𝜂𝑑
+

𝛼𝑙𝐿ℎ,𝑡
1+𝜑

1 + 𝜑
, 

𝐻𝑡 = 𝑃𝑡𝐶ℎ,𝑡 + 𝑃𝑡𝐾ℎ,𝑡+1 − 𝑃𝑡(1 − 𝛿)𝐾ℎ,𝑡 + 𝐸ℎ,𝑡 + 𝑀ℎ,𝑡 + 𝐷ℎ,𝑡 + 𝑇𝐴𝑋ℎ,𝑡 − 𝑊𝑡𝐿ℎ,𝑡 − 𝑅𝑡
𝐾𝐾ℎ,𝑡

− (1 + 𝐼𝑡−1
𝐸 )𝐸ℎ,𝑡−1 − 𝑀ℎ,𝑡−1 − (1 + 𝐼𝑡−1

𝐷 )𝐷ℎ,𝑡−1 − Πℎ,𝑡
𝐹𝐵 . 

 

The Lagrange function ℒ𝐻 should be maximized with respect to consumption 𝐶ℎ,𝑡, 

CBDC holding 𝐸ℎ,𝑡, cash holding 𝑀ℎ,𝑡, deposit holding 𝐷ℎ,𝑡, labor time 𝐿ℎ,𝑡, and capital 

stock 𝐾ℎ,𝑡+1. Respectively we obtain the following relations: 
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𝐶ℎ,𝑡
−𝜎 = −Λ𝑡

𝐻𝑃𝑡, (2.6) 

𝛼𝑒 (
𝐸ℎ,𝑡

𝑃𝑡
)

−𝜂𝑒

= −Λ𝑡
𝐻 + 𝛽(1 + 𝐼𝑡

𝐸)𝔼𝑡Λ𝑡+1
𝐻 , (2.7) 

𝛼𝑚 (
𝑀ℎ,𝑡

𝑃𝑡
)

−𝜂𝑚

= −Λ𝑡
𝐻 + 𝛽𝔼𝑡Λ𝑡+1

𝐻 , (2.8) 

𝛼𝑑 (
𝐷ℎ,𝑡

𝑃𝑡
)

−𝜂𝑑

= −Λ𝑡
𝐻 + 𝛽(1 + 𝐼𝑡

𝐷)𝔼𝑡Λ𝑡+1
𝐻 , (2.9) 

−𝛼𝑙𝐿ℎ,𝑡
𝜑

= Λ𝑡
𝐻𝑊𝑡, (2.10) 

Λ𝑡
𝐻𝑃𝑡 = 𝛽𝔼𝑡Λ𝑡+1

𝐻 ((1 − 𝛿)𝑃𝑡+1 + 𝑅𝑡+1
𝐾 . (2.11) 

 

Note that terms in the right-hand side of (2.6)-(2.10) are independent of index ℎ. 

It means that expressions in the left-hand side are the same across households. Thus, 

from now on, we will drop the index ℎ from the expression. From (2.6) we have Λ𝑡
𝐻 =

−𝐶𝑡
−𝜎/𝑃𝑡 and from (2.10) we obtain Λ𝑡

𝐻 = −𝛼𝑙𝐿𝑡
𝜑

/𝑊𝑡. By equating these two equations 

we get the following condition: 

 

𝛼𝑙𝐶𝑡
𝜎𝐿𝑡

𝜑
=

𝑊𝑡

𝑃𝑡
. (2.12) 

 

Substitution Λ𝑡
𝐻 = −𝐶𝑡

−𝜎/𝑃𝑡 into (3.11) yields 

 

(
𝔼𝑡𝐶𝑡+1

𝐶𝑡
)

𝜎

= 𝛽 (1 − 𝛿 + 𝔼𝑡

𝑅𝑡+1
𝐾

𝑃𝑡+1
), (2.13) 

 

and substitution Λ𝑡
𝐻 = −𝐶𝑡

−𝜎/𝑃𝑡 into (2.7)-(2.9) gives, respectively, the demand for CBDC, 

cash, and bank deposits: 

 

𝛼𝑒 (
𝐸𝑡

𝑃𝑡
)

−𝜂𝑒

=
𝐶𝑡

−𝜎

𝑃𝑡
− 𝛽(1 + 𝐼𝑡

𝐸)𝔼𝑡

𝐶𝑡+1
−𝜎

𝑃𝑡+1
, (2.14) 
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𝛼𝑚 (
𝑀𝑡

𝑃𝑡
)

−𝜂𝑚

=
𝐶𝑡

−𝜎

𝑃𝑡
− 𝛽𝔼𝑡

𝐶𝑡+1
−𝜎

𝑃𝑡+1
, (2.15) 

𝛼𝑑 (
𝐷𝑡

𝑃𝑡
)

−𝜂𝑒

=
𝐶𝑡

−𝜎

𝑃𝑡
− 𝛽(1 + 𝐼𝑡

𝐷)𝔼𝑡

𝐶𝑡+1
−𝜎

𝑃𝑡+1
. (2.16) 

 

Therefore, the first order conditions of the lifetime utility maximization faced by 

households are given by equations (2.12)-(2.16). 

 

3.1.2.2  Retail Firm 

Suppose that at time 𝑡 wholesale firm 𝑗 produces 𝑌𝑗,𝑡 units of intermediate goods 

and there is a continuum of intermediate goods over the unit interval [0,1]. These 

intermediate goods are CES aggregated by a retail firm (final good producer) to produce 

𝑌𝑡. The production technology for assembling intermediate goods to produce the final 

good is given by the standard Dixit-Stiglitz technology (Dixit & Stiglitz, 1977): 

 

𝑌𝑡 = (∫ (𝑌𝑗,𝑡)
𝜃−1

𝜃
1

0

)

𝜃
𝜃−1

 𝑑𝑗, (3.1) 

 

where 𝜃 > 1 represents the elasticity of substitution between intermediate goods. With 

the nominal price of a final good is denoted by 𝑃𝑡 and that of an intermediate good 𝑗 is 

denoted by 𝑃𝑗,𝑡, the price of each intermediate good is taken as a given by retail firms. 

Therefore, the representative retail firm chooses the quantities of intermediate goods 

such that maximize its profits: 

 

𝑈𝑅𝐹 = 𝑃𝑡𝑌𝑡 − ∫ 𝑃𝑗,𝑡𝑌𝑗,𝑡

1

0

 𝑑𝑗, (3.2) 

 

where the first term in the right-hand side of (3.2) is the total revenue from selling final 

goods and the second term is the total cost of buying intermediate goods. Substituting 

the aggregator technology (3.1) into (3.2) leads to the following first order condition of 

profit maximization with respect to 𝑌𝑗,𝑡: 
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𝑌𝑗,𝑡 = (
𝑃𝑡

𝑃𝑗,𝑡
)

𝜃

𝑌𝑡. (3.3) 

 

Equation (3.3) accounts the demand level of intermediate good 𝑗, which is directly 

proportional to aggregate demand 𝑌𝑡 and inversely proportional to its relative price level 

𝑃𝑡. This optimal quantity will be used in the optimization process faced by wholesale 

firms. 

Since retail firms are perfectly competitive, where there are many firms producing 

the same products that none of the firms can have enough ability in the long-run to 

influence the economy, then a zero profit should be imposed. By setting 𝑈𝑅𝐹 = 0 in (3.2) 

and using (3.3) we have 

 

𝑃𝑡𝑌𝑡 = ∫ 𝑃𝑗,𝑡𝑌𝑗,𝑡

1

0

 𝑑𝑗 

𝑃𝑡 = ∫ 𝑃𝑗,𝑡 (
𝑃𝑡

𝑃𝑗,𝑡
)

𝜃1

0

 𝑑𝑗 

𝑃𝑡
1−𝜃 = ∫ 𝑃𝑗,𝑡

1−𝜃
1

0

 𝑑𝑗, 

 

so that the price of retail goods is obtained as follows: 

 

𝑃𝑡 = (∫ 𝑃𝑗,𝑡
1−𝜃

1

0

)

1
1−𝜃

 𝑑𝑗. (3.4) 

 

Equation (3.4) represents the mark-up rule for final goods. 

3.1.2.3  Wholesale Firm 

Each wholesale firm 𝑗 produces a perishable intermediate good which is sold on a 

monopolistically competitive market. To produce these goods, each firm rents capital 𝐾𝑗,𝑡 
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at the price 𝑅𝑡
𝐾 from the capital good producer and combines it with labor from 

households 𝐿𝑗,𝑡. Each wholesale firm has a Cobb-Douglas production function: 

 

𝑌𝑗,𝑡 = 𝐴𝑡𝐾𝑗,𝑡
𝛼 𝐿𝑗,𝑡

1−𝛼 (4.1) 

 

where 𝐾𝑗,𝑡 is the amount of capital rented by wholesale firm 𝑗 from capital market, 𝐿𝑗 is 

the number of working hours supplied by households to firm 𝑗, 𝛼 ∈ (0,1) is the elasticity 

of output with respect to capital, and 𝐴𝑡 is the productivity or technology shock, which governed 

by the following process 

 

ln 𝐴𝑡 = 𝜌𝑎 ln 𝐴𝑡−1 + 휀𝑡
𝑎 , (4.2) 

 

where 𝜌𝑎 ∈ (0,1) is the persistence coefficient and 휀𝑡
𝑎 ∼ 𝑁(0, 𝜎𝜀). By recalling that �̅� is the steady 

state value of 𝐴𝑡, we may write (4.2) as ln 𝐴𝑡 − ln �̅� = 𝜌𝑎(ln 𝐴𝑡−1 − ln �̅�) + 휀𝑡
𝑎, and then 

 

𝑎𝑡 = 𝜌𝑎𝑎𝑡−1 + 휀𝑡
𝑎 , (4.3) 

 

where 𝑎𝑡 is the log-linearization of 𝐴𝑡. It is shown that 𝐴𝑡 follows a first-order autoregressive process 

with persistence 𝜌𝑎. 

Total wages should be transferred by wholesale firm 𝑗 to household is 𝑊𝑡𝐿𝑗,𝑡. However, we 

assume that there is a possibility wholesale firm 𝑗 can take short-term loans from commercial bank to 

pay part of wages in advance. The amount of the loan 𝑄𝑗,𝑡
𝐼𝐹  is given by 

 

𝑄𝑗,𝑡
𝐼𝐹 = 𝑘𝑄𝑊𝑡𝐿𝑗,𝑡 , (4.4) 

 

where 𝑘𝑄 ∈ (0,1) is the portion of total wages borrowed from bank. As in Primus (2017), we also 

assume that short-term loans for working capital do not carry any risk and are therefore contracted 

at a rate that reflects only the marginal cost of borrowing from the central bank, 𝐼𝑡
𝐶𝐵, 
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which is the refinance rate. Thus, 𝑘𝑄 can be seen as the strength of the cost channel. As 

we may write 𝑊𝑡𝐿𝑗,𝑡 = 𝑄𝑗,𝑡
𝐼𝐹 + (1 − 𝑘𝑄)𝑄𝑗,𝑡

𝐼𝐹, the wages claim faced by the wholesale firm 

is given by 

(1 + 𝐼𝑡
𝐶𝐵)𝑄𝑗,𝑡

𝐼𝐹 + (1 − 𝑘𝑄)𝑊𝑡𝐿𝑗,𝑡 = (1 + 𝑘𝑄𝐼𝑡
𝐶𝐵)𝑊𝑡𝐿𝑗,𝑡. (4.5) 

Each of wholesale firm solves a two-stage optimization problem. First, the firm 𝑗 

takes the prices of the factors of production (return on capital 𝑅𝑡
𝐾 and wages 𝑊𝑡) as given 

and determines the amount of capital and labor that it will use to minimize its total 

production cost. 

 

3.1.2.3.1  The Cost Minimization Problem 

The total cost 𝑇𝐶𝑗,𝑡 to be minimized by the firm 𝑗 consists of wages bill (4.5) and 

capital rent. Thus, the cost minimization problem is stated as minimize 

 

𝑇𝐶𝑗,𝑡 = (1 + 𝑘𝑄𝐼𝑡
𝐶𝐵)𝑊𝑡𝐿𝑗,𝑡 + 𝑅𝑡

𝐾𝐾𝑗,𝑡 (4.6) 

 

subject to production function (4.1). The Lagrange function for this problem is defined as 

 

ℒ𝑗
𝐼𝐹 = (1 + 𝑘𝑄𝐼𝑡

𝐶𝐵)𝑊𝑡𝐿𝑗,𝑡 + 𝑅𝑡
𝐾𝐾𝑗,𝑡 + Λ𝑡

𝐼𝐹(𝑌𝑗,𝑡 − 𝐴𝑡𝐾𝑗,𝑡
𝛼 𝐿𝑗,𝑡

1−𝛼), (4.7) 

 

where Λ𝑡
𝐼𝐹 is the Lagrange multiplier. The first order condition with respect to 𝐿𝑗,𝑡 and 𝐾𝑗,𝑡 

are respectively as follow: 

 

(1 + 𝑘𝑄𝐼𝑡
𝐶𝐵)𝑊𝑡 − (1 − 𝛼)Λ𝑡

𝐼𝐹𝐴𝑡𝐾𝑗,𝑡
𝛼 𝐿𝑗,𝑡

−𝛼 = 0 (4.8) 

𝑅𝑡
𝐾 − 𝛼Λ𝑡

𝐼𝐹𝐴𝑡𝐾𝑗,𝑡
𝛼−1𝐿𝑗,𝑡

1−𝛼 = 0. (4.9) 

 

From the second equation (4.9) we have 

 

𝑅𝑡
𝐾𝐾𝑗,𝑡

𝛼𝐿𝑗,𝑡
= Λ𝑡

𝐼𝐹𝐴𝑡𝐾𝑗,𝑡
𝛼 𝐿𝑗,𝑡

−𝛼, 

 

and substitute it into the first equation (4.8) provides 
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𝐾𝑗,𝑡

𝐿𝑗,𝑡
=

𝛼(1 + 𝑘𝑄𝐼𝑡
𝐶𝐵)𝑊𝑡

(1 − 𝛼)𝑅𝑡
𝐾 . (4.10) 

 

Since none of the terms on the right-hand side of (4.10) depends on 𝑗, then, the 

capital-labor ratio will be the same across all firms, which in turn will be equal to the 

aggregate ratio 

 

𝐾𝑗,𝑡

𝐿𝑗,𝑡
=

𝐾𝑡

𝐿𝑡
. 

 

From now on we will also drop the firm index 𝑗 from the expression. We may have 

an expression of 𝐾𝑡 from (4.10) as follows: 

 

𝐾𝑡 =
𝛼(1 + 𝑘𝑄𝐼𝑡

𝐶𝐵)𝑊𝑡𝐿𝑡

(1 − 𝛼)𝑅𝑡
𝐾 . (4.11) 

 

And by substituting (4.11) into (4.6) we have the new expression of the total cost: 

 

𝑇𝐶𝑡 =
1 + 𝑘𝑄𝐼𝑡

𝐶𝐵

1 − 𝛼
𝑊𝑡𝐿𝑡. (4.12) 

 

Further, by (4.11) we may rewrite the production technology (4.1) as a function 

of one input: 

 

𝑌𝑡 = 𝐴𝑡 (
𝛼(1 + 𝑘𝑄𝐼𝑡

𝐶𝐵)𝑊𝑡

(1 − 𝛼)𝑅𝑡
𝐾 )

𝛼

𝐿𝑡 , 

 

or equivalently, 

 

𝐿𝑡 =
𝑌𝑡

𝐴𝑡
(

𝛼(1 + 𝑘𝑄𝐼𝑡
𝐶𝐵)𝑊𝑡

(1 − 𝛼)𝑅𝑡
𝐾 )

−𝛼

. (4.13) 

 

By substituting (4.13) into (4.12), the total cost becomes 
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𝑇𝐶𝑡 =
𝑌𝑡

𝐴𝑡
(

(1 + 𝑘𝑄𝐼𝑡
𝐶𝐵)𝑊𝑡

1 − 𝛼
)

1−𝛼

(
𝑅𝑡

𝐾

𝛼
)

𝛼

. (4.14) 

 

Therefore, the marginal cost function 𝑀𝐶𝑡 is the derivative of the total cost 

function (4.14) with respect to the output 𝑌𝑡: 

 

𝑀𝐶𝑡 =
1

𝐴𝑡
(

(1 + 𝑘𝑄𝐼𝑡
𝐶𝐵)𝑊𝑡

1 − 𝛼
)

1−𝛼

(
𝑅𝑡

𝐾

𝛼
)

𝛼

. (4.15) 

 

By (4.15) we can respectively rewrite (4.13) and (4.11) as follow: 

 

𝐿𝑡 = (1 − 𝛼)
𝑀𝐶𝑡

1 + 𝑘𝑄𝐼𝑡
𝐶𝐵

𝑌𝑡

𝑊𝑡
, (4.16) 

𝐾𝑡 = 𝛼𝑀𝐶𝑡

𝑌𝑡

𝑅𝑡
𝐾. (4.17) 

 

3.1.2.3.2  The Profit Maximization Problem 

In the second stage, wholesale firm wants to maximize the real profits it gives back 

to households. Note that by (4.11) the number of working hours required for producing 

one unit of good is calculated as follows: 

 

𝐴𝑡𝐾𝑡
𝛼𝐿𝑡

1−𝛼 = 1 

𝐴𝑡 (
𝛼(1 + 𝑘𝑄𝐼𝑡

𝐶𝐵)𝑊𝑡𝐿𝑡

(1 − 𝛼)𝑅𝑡
𝐾 )

𝛼

𝐿𝑡
1−𝛼 = 1 

𝐴𝑡 (
𝛼(1 + 𝑘𝑄𝐼𝑡

𝐶𝐵)𝑊𝑡

(1 − 𝛼)𝑅𝑡
𝐾 )

𝛼

𝐿𝑡 = 1, 

 

from which we get 

 

𝐿𝑡 =
1

𝐴𝑡
(

𝛼(1 + 𝑘𝑄𝐼𝑡
𝐶𝐵)𝑊𝑡

(1 − 𝛼)𝑅𝑡
𝐾 )

1−𝛼

. 
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The optimal cost of producing one unit of good 𝑇𝐶𝑡(1) can then be obtained by 

substituting the above quantity into (4.12) yielding 

 

𝑇𝐶𝑡(1) =
1

𝐴𝑡
(

(1 + 𝑘𝑄𝐼𝑡
𝐶𝐵)𝑊𝑡

1 − 𝛼
)

1−𝛼

(
𝑅𝑡

𝐾

𝛼
)

𝛼

, (4.16) 

 

which is the same as (4.15). Expression (4.16), however, states that the marginal cost 𝑀𝐶𝑡 

is nothing else than the optimal cost of producing one unit of good. 

 

By this fact, the profit of wholesale firm 𝑗 can be formulated as follows: 

 

Π𝑗,𝑡
𝐼𝐹 = 𝑃𝑗,𝑡𝑌𝑗,𝑡 − 𝑀𝐶𝑡𝑌𝑗,𝑡, (4.17) 

 

where the first term in the right-hand side of (4.17) is the total revenue and the second 

term is the total production cost. In addition to the stochastic discount factor 𝛽, wholesale 

firms will also discount future profits by 𝜙. We also impose that the wholesale firms face 

the constraint that they can only adjust prices following a Calvo-type rule. The wholesale 

firm has a 𝜙 probability of keeping the price fixed in the next period and a 1 − 𝜙 

probability of optimally determining its price. Hence (4.17) becomes 

 

Π𝑗,𝑡
𝐼𝐹 = 𝔼𝑡 ∑(𝛽𝜙)𝑠(𝑃𝑗,𝑡𝑌𝑗,𝑡+𝑠 − 𝑀𝐶𝑡+𝑠𝑌𝑗,𝑡+𝑠)

∞

𝑠=0

. (4.18) 

 

This profit function should be maximized subject to (4.3), which can be rewrite as 

 

𝑌𝑗,𝑡 = (
𝑃𝑗,𝑡

𝑃𝑡
)

−𝜃

𝑌𝑡. (4.19) 
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Substitution constraint (4.19) into (4.18) gives 

 

Π𝑗,𝑡
𝐼𝐹 = 𝔼𝑡 ∑(𝛽𝜙)𝑠(𝑃𝑗,𝑡

1−𝜃𝑃𝑡+𝑠
𝜃 − 𝑃𝑗,𝑡

−𝜃𝑃𝑡+𝑠
𝜃 𝑀𝐶𝑡+𝑠)𝑌𝑡+𝑠

∞

𝑠=0

, (4.20) 

 

and then the first order condition with respect to 𝑃𝑗,𝑡 is 

 

𝔼𝑡 ∑(𝛽𝜙)𝑠((1 − 𝜃)𝑃𝑗,𝑡
−𝜃𝑃𝑡+𝑠

𝜃−1 + 𝜃𝑃𝑗,𝑡
−𝜃−1𝑃𝑡+𝑠

𝜃−1𝑀𝐶𝑡+𝑠)𝑌𝑡+𝑠

∞

𝑠=0

= 0 (4.21) 

𝔼𝑡 ∑(𝛽𝜙)𝑠 (1 +
𝜃

1 − 𝜃

𝑀𝐶𝑡+𝑠

𝑃𝑗,𝑡
)

∞

𝑠=0

= 0. (4.22) 

 

Thus, at time 𝑡 wholesale firms choose 𝑃𝑗,𝑡 so as to set a weighted average of the 

difference between marginal revenue and marginal cost to zero: 

 

1 +
𝜃

1 − 𝜃

𝑀𝐶𝑡+𝑠

𝑃𝑗,𝑡
= 0 ⇔ 𝑃𝑗,𝑡 =

𝜃

𝜃 − 1
𝑀𝐶𝑡+𝑠. (4.23) 

 

We may also separate (4.22) to have a recursive expression of the price 

 

∑(𝛽𝜙)𝑠

∞

𝑠=0

=
𝜃

𝜃 − 1
𝔼𝑡 ∑(𝛽𝜙)𝑠

𝑀𝐶𝑡+𝑠

𝑃𝑗,𝑡

∞

𝑠=0

 

𝑃𝑗,𝑡

1 − 𝛽𝜙
=

𝜃

𝜃 − 1
𝔼𝑡 ∑(𝛽𝜙)𝑠𝑀𝐶𝑡+𝑠

∞

𝑠=0

 

𝑃𝑗,𝑡 =
𝜃(1 − 𝛽𝜙)

𝜃 − 1
𝔼𝑡 ∑(𝛽𝜙)𝑠𝑀𝐶𝑡+𝑠

∞

𝑠=0

. 
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At this point, the so-called Calvo-Yun price setting was exploited by many 

literatures to linearize (4.22) around a deterministic steady state with zero-inflation 

leading to the famous linear New Keynesian Phillips curve involving inflation and marginal 

costs. See, for instance, Gali & Monacelli (2005) and Monacelli (2005). However, in this 

work, without restricting attention to the case of log-linear dynamics around a zero-

inflation steady state, we follow an approach by Fernandez-Villaverde & Rubio-Ramírez 

(2006) and proceed (4.21) as follows: 

 

∑(𝛽𝜙)𝑠

∞

𝑠=0

(
1 − 𝜃

𝑃𝑗,𝑡
(

𝑃𝑗,𝑡

𝑃𝑡+𝑠
)

1−𝜃

+
𝜃

𝑃𝑗,𝑡
(

𝑃𝑗,𝑡

𝑃𝑡+𝑠
)

−𝜃 𝑀𝐶𝑡+𝑠

𝑃𝑡+𝑠
) 𝑌𝑡+𝑠 = 0 

 

and then 

 

∑(𝛽𝜙)𝑠

∞

𝑠=0

((
𝑃𝑗,𝑡

𝑃𝑡+𝑠
)

1−𝜃

+
𝜃

1 − 𝜃
(

𝑃𝑗,𝑡

𝑃𝑡+𝑠
)

−𝜃 𝑀𝐶𝑡+𝑠

𝑃𝑡+𝑠
) 𝑌𝑡+𝑠 = 0. (4.24) 

 

As we will show later, log-linearization over (4.24) will provide relation between the 

price of final good 𝑃𝑡, the price of intermediate good 𝑃𝑗,𝑡, the marginal cost 𝑀𝐶𝑡, and 

inflation rate 𝜋𝑡. 

 

 

 

 

3.1.2.4  Capital Producing Firm 

In the second stage, wholesale firm wants to maximize the real profits it gives back 

to households. Note that by (4.11) the number of working hours required for producing 

one unit of good is calculated as follows: 
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𝐴𝑡𝐾𝑡
𝛼𝐿𝑡

1−𝛼 = 1 

𝐴𝑡 (
𝛼(1 + 𝑘𝑄𝐼𝑡

𝐶𝐵)𝑊𝑡𝐿𝑡

(1 − 𝛼)𝑅𝑡
𝐾 )

𝛼

𝐿𝑡
1−𝛼 = 1 

𝐴𝑡 (
𝛼(1 + 𝑘𝑄𝐼𝑡

𝐶𝐵)𝑊𝑡

(1 − 𝛼)𝑅𝑡
𝐾 )

𝛼

𝐿𝑡 = 1, 

 

from which we get 

 

𝐿𝑡 =
1

𝐴𝑡
(

𝛼(1 + 𝑘𝑄𝐼𝑡
𝐶𝐵)𝑊𝑡

(1 − 𝛼)𝑅𝑡
𝐾 )

1−𝛼

. 

 

The optimal cost of producing one unit of good 𝑇𝐶𝑡(1) can then be obtained by 

substituting the above quantity into (4.12) yielding 

𝑇𝐶𝑡(1) =
1

𝐴𝑡
(

(1 + 𝑘𝑄𝐼𝑡
𝐶𝐵)𝑊𝑡

1 − 𝛼
)

1−𝛼

(
𝑅𝑡

𝐾

𝛼
)

𝛼

, (4.16) 

 

which is the same as (4.15). Expression (4.16), however, states that the marginal cost 𝑀𝐶𝑡 

is nothing else than the optimal cost of producing one unit of good. 

By this fact, the profit of wholesale firm 𝑗 can be formulated as follows: 

Π𝑗,𝑡
𝐼𝐹 = 𝑃𝑗,𝑡𝑌𝑗,𝑡 − 𝑀𝐶𝑡𝑌𝑗,𝑡, (4.17) 

 

where the first term in the right-hand side of (4.17) is the total revenue and the second 

term is the total production cost. In addition to the stochastic discount factor 𝛽, wholesale 

firms will also discount future profits by 𝜙. We also impose that the wholesale firms face 

the constraint that they can only adjust prices following a Calvo-type rule. The wholesale 

firm has a 𝜙 probability of keeping the price fixed in the next period and a 1 − 𝜙 

probability of optimally determining its price. Hence (4.17) becomes 
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Π𝑗,𝑡
𝐼𝐹 = 𝔼𝑡 ∑(𝛽𝜙)𝑠(𝑃𝑗,𝑡𝑌𝑗,𝑡+𝑠 − 𝑀𝐶𝑡+𝑠𝑌𝑗,𝑡+𝑠)

∞

𝑠=0

. (4.18) 

 

This profit function should be maximized subject to (4.3), which can be rewrite as 

 

𝑌𝑗,𝑡 = (
𝑃𝑗,𝑡

𝑃𝑡
)

−𝜃

𝑌𝑡. (4.19) 

 

Substitution constraint (4.19) into (4.18) gives 

 

Π𝑗,𝑡
𝐼𝐹 = 𝔼𝑡 ∑(𝛽𝜙)𝑠(𝑃𝑗,𝑡

1−𝜃𝑃𝑡+𝑠
𝜃 − 𝑃𝑗,𝑡

−𝜃𝑃𝑡+𝑠
𝜃 𝑀𝐶𝑡+𝑠)𝑌𝑡+𝑠

∞

𝑠=0

, (4.20) 

 

and then the first order condition with respect to 𝑃𝑗,𝑡 is 

 

𝔼𝑡 ∑(𝛽𝜙)𝑠((1 − 𝜃)𝑃𝑗,𝑡
−𝜃𝑃𝑡+𝑠

𝜃−1 + 𝜃𝑃𝑗,𝑡
−𝜃−1𝑃𝑡+𝑠

𝜃−1𝑀𝐶𝑡+𝑠)𝑌𝑡+𝑠

∞

𝑠=0

= 0 (4.21) 

𝔼𝑡 ∑(𝛽𝜙)𝑠 (1 +
𝜃

1 − 𝜃

𝑀𝐶𝑡+𝑠

𝑃𝑗,𝑡
)

∞

𝑠=0

= 0. (4.22) 

 

Thus, at time 𝑡 wholesale firms choose 𝑃𝑗,𝑡 so as to set a weighted average of the 

difference between marginal revenue and marginal cost to zero: 

 

1 +
𝜃

1 − 𝜃

𝑀𝐶𝑡+𝑠

𝑃𝑗,𝑡
= 0 ⇔ 𝑃𝑗,𝑡 =

𝜃

𝜃 − 1
𝑀𝐶𝑡+𝑠. (4.23) 

 

We may also separate (4.22) to have a recursive expression of the price 
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∑(𝛽𝜙)𝑠

∞

𝑠=0

=
𝜃

𝜃 − 1
𝔼𝑡 ∑(𝛽𝜙)𝑠

𝑀𝐶𝑡+𝑠

𝑃𝑗,𝑡

∞

𝑠=0

 

𝑃𝑗,𝑡

1 − 𝛽𝜙
=

𝜃

𝜃 − 1
𝔼𝑡 ∑(𝛽𝜙)𝑠𝑀𝐶𝑡+𝑠

∞

𝑠=0

 

𝑃𝑗,𝑡 =
𝜃(1 − 𝛽𝜙)

𝜃 − 1
𝔼𝑡 ∑(𝛽𝜙)𝑠𝑀𝐶𝑡+𝑠

∞

𝑠=0

. 

 

At this point, the so-called Calvo-Yun price setting was exploited by many 

literatures to linearize (4.22) around a deterministic steady state with zero-inflation 

leading to the famous linear New Keynesian Phillips curve involving inflation and marginal 

costs. See, for instance, Gali & Monacelli (2005) and Monacelli (2005). However, in this 

work, without restricting attention to the case of log-linear dynamics around a zero-

inflation steady state, we follow an approach by Fernandez-Villaverde & Rubio-Ramírez 

(2006) and proceed (4.21) as follows: 

∑(𝛽𝜙)𝑠

∞

𝑠=0

(
1 − 𝜃

𝑃𝑗,𝑡
(

𝑃𝑗,𝑡

𝑃𝑡+𝑠
)

1−𝜃

+
𝜃

𝑃𝑗,𝑡
(

𝑃𝑗,𝑡

𝑃𝑡+𝑠
)

−𝜃 𝑀𝐶𝑡+𝑠

𝑃𝑡+𝑠
) 𝑌𝑡+𝑠 = 0 

and then 

∑(𝛽𝜙)𝑠

∞

𝑠=0

((
𝑃𝑗,𝑡

𝑃𝑡+𝑠
)

1−𝜃

+
𝜃

1 − 𝜃
(

𝑃𝑗,𝑡

𝑃𝑡+𝑠
)

−𝜃 𝑀𝐶𝑡+𝑠

𝑃𝑡+𝑠
) 𝑌𝑡+𝑠 = 0. (4.24) 

 

As we will show later, log-linearization over (4.24) will provide relation between 

the price of final good 𝑃𝑡, the price of intermediate good 𝑃𝑗,𝑡, the marginal cost 𝑀𝐶𝑡, and 

inflation rate 𝜋𝑡. 

3.1.2.5  Commercial Bank 

In the second stage, wholesale firm wants to maximize the real profits it gives back 

to households. Note that by (4.11) the number of working hours required for producing 

one unit of good is calculated as follows: 

 

𝐴𝑡𝐾𝑡
𝛼𝐿𝑡

1−𝛼 = 1 
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𝐴𝑡 (
𝛼(1 + 𝑘𝑄𝐼𝑡

𝐶𝐵)𝑊𝑡𝐿𝑡

(1 − 𝛼)𝑅𝑡
𝐾 )

𝛼

𝐿𝑡
1−𝛼 = 1 

𝐴𝑡 (
𝛼(1 + 𝑘𝑄𝐼𝑡

𝐶𝐵)𝑊𝑡

(1 − 𝛼)𝑅𝑡
𝐾 )

𝛼

𝐿𝑡 = 1, 

 

from which we get 

 

𝐿𝑡 =
1

𝐴𝑡
(

𝛼(1 + 𝑘𝑄𝐼𝑡
𝐶𝐵)𝑊𝑡

(1 − 𝛼)𝑅𝑡
𝐾 )

1−𝛼

. 

 

The optimal cost of producing one unit of good 𝑇𝐶𝑡(1) can then be obtained by 

substituting the above quantity into (4.12) yielding 

 

𝑇𝐶𝑡(1) =
1

𝐴𝑡
(

(1 + 𝑘𝑄𝐼𝑡
𝐶𝐵)𝑊𝑡

1 − 𝛼
)

1−𝛼

(
𝑅𝑡

𝐾

𝛼
)

𝛼

, (4.16) 

 

which is the same as (4.15). Expression (4.16), however, states that the marginal cost 𝑀𝐶𝑡 

is nothing else than the optimal cost of producing one unit of good. 

By this fact, the profit of wholesale firm 𝑗 can be formulated as follows: 

Π𝑗,𝑡
𝐼𝐹 = 𝑃𝑗,𝑡𝑌𝑗,𝑡 − 𝑀𝐶𝑡𝑌𝑗,𝑡, (4.17) 

 

where the first term in the right-hand side of (4.17) is the total revenue and the second 

term is the total production cost. In addition to the stochastic discount factor 𝛽, wholesale 

firms will also discount future profits by 𝜙. We also impose that the wholesale firms face 

the constraint that they can only adjust prices following a Calvo-type rule. The wholesale 

firm has a 𝜙 probability of keeping the price fixed in the next period and a 1 − 𝜙 

probability of optimally determining its price. Hence (4.17) becomes 
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Π𝑗,𝑡
𝐼𝐹 = 𝔼𝑡 ∑(𝛽𝜙)𝑠(𝑃𝑗,𝑡𝑌𝑗,𝑡+𝑠 − 𝑀𝐶𝑡+𝑠𝑌𝑗,𝑡+𝑠)

∞

𝑠=0

. (4.18) 

 

This profit function should be maximized subject to (4.3), which can be rewrite as 

𝑌𝑗,𝑡 = (
𝑃𝑗,𝑡

𝑃𝑡
)

−𝜃

𝑌𝑡. (4.19) 

 

Substitution constraint (4.19) into (4.18) gives 

Π𝑗,𝑡
𝐼𝐹 = 𝔼𝑡 ∑(𝛽𝜙)𝑠(𝑃𝑗,𝑡

1−𝜃𝑃𝑡+𝑠
𝜃 − 𝑃𝑗,𝑡

−𝜃𝑃𝑡+𝑠
𝜃 𝑀𝐶𝑡+𝑠)𝑌𝑡+𝑠

∞

𝑠=0

, (4.20) 

 

and then the first order condition with respect to 𝑃𝑗,𝑡 is 

𝔼𝑡 ∑(𝛽𝜙)𝑠((1 − 𝜃)𝑃𝑗,𝑡
−𝜃𝑃𝑡+𝑠

𝜃−1 + 𝜃𝑃𝑗,𝑡
−𝜃−1𝑃𝑡+𝑠

𝜃−1𝑀𝐶𝑡+𝑠)𝑌𝑡+𝑠

∞

𝑠=0

= 0 (4.21) 

𝔼𝑡 ∑(𝛽𝜙)𝑠 (1 +
𝜃

1 − 𝜃

𝑀𝐶𝑡+𝑠

𝑃𝑗,𝑡
)

∞

𝑠=0

= 0. (4.22) 

 

Thus, at time 𝑡 wholesale firms choose 𝑃𝑗,𝑡 so as to set a weighted average of the 

difference between marginal revenue and marginal cost to zero: 

 

1 +
𝜃

1 − 𝜃

𝑀𝐶𝑡+𝑠

𝑃𝑗,𝑡
= 0 ⇔ 𝑃𝑗,𝑡 =

𝜃

𝜃 − 1
𝑀𝐶𝑡+𝑠. (4.23) 

 

We may also separate (4.22) to have a recursive expression of the price 

 

∑(𝛽𝜙)𝑠

∞

𝑠=0

=
𝜃

𝜃 − 1
𝔼𝑡 ∑(𝛽𝜙)𝑠

𝑀𝐶𝑡+𝑠

𝑃𝑗,𝑡

∞

𝑠=0

 



53 
 

𝑃𝑗,𝑡

1 − 𝛽𝜙
=

𝜃

𝜃 − 1
𝔼𝑡 ∑(𝛽𝜙)𝑠𝑀𝐶𝑡+𝑠

∞

𝑠=0

 

𝑃𝑗,𝑡 =
𝜃(1 − 𝛽𝜙)

𝜃 − 1
𝔼𝑡 ∑(𝛽𝜙)𝑠𝑀𝐶𝑡+𝑠

∞

𝑠=0

. 

At this point, the so-called Calvo-Yun price setting was exploited by many 

literatures to linearize (4.22) around a deterministic steady state with zero-inflation 

leading to the famous linear New Keynesian Phillips curve involving inflation and marginal 

costs. See, for instance, Gali & Monacelli (2005) and Monacelli (2005). However, in this 

work, without restricting attention to the case of log-linear dynamics around a zero-

inflation steady state, we follow an approach by Fernandez-Villaverde & Rubio-Ramírez 

(2006) and proceed (4.21) as follows: 

∑(𝛽𝜙)𝑠

∞

𝑠=0

(
1 − 𝜃

𝑃𝑗,𝑡
(

𝑃𝑗,𝑡

𝑃𝑡+𝑠
)

1−𝜃

+
𝜃

𝑃𝑗,𝑡
(

𝑃𝑗,𝑡

𝑃𝑡+𝑠
)

−𝜃 𝑀𝐶𝑡+𝑠

𝑃𝑡+𝑠
) 𝑌𝑡+𝑠 = 0 

and then 

∑(𝛽𝜙)𝑠

∞

𝑠=0

((
𝑃𝑗,𝑡

𝑃𝑡+𝑠
)

1−𝜃

+
𝜃

1 − 𝜃
(

𝑃𝑗,𝑡

𝑃𝑡+𝑠
)

−𝜃 𝑀𝐶𝑡+𝑠

𝑃𝑡+𝑠
) 𝑌𝑡+𝑠 = 0. (4.24) 

 

As we will show later, log-linearization over (4.24) will provide relation between 

the price of final good 𝑃𝑡, the price of intermediate good 𝑃𝑗,𝑡, the marginal cost 𝑀𝐶𝑡, and 

inflation rate 𝜋𝑡. 

 

 

3.1.2.6  Central Bank 

The nominal interest rates on deposits 𝐼𝑡
𝐷 is given in (6.9) and that of government 

bonds 𝐼𝑡
𝐵 follows the interest rate on central bank funding 𝐼𝑡

𝐶𝐵 in the way that 

 

𝐼𝑡
𝐵 = 𝐼𝑡

𝐶𝐵 + Δ𝐵, (7.1) 
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where Δ𝐵 > 0 is the fixed spread. The nominal interest rate on CBDC 𝐼𝑡
𝐸 is set by the 

central bank. In the case of non-bearing CBDC, the central bank sets 𝐼𝑡
𝐸 = 0. In order to 

utilize CBDC as a policy tool, for an interest-bearing CBDC, the interest rate on CBDC 

strictly follows the interest rate on central bank funding with an individual rule-based 

determination as suggested by Gross & Schiller (2021): 

𝐼𝑡
𝐸 = 𝐼𝑡

𝐶𝐵 − (Δ𝐸 + 𝑘𝑁

�̅� − 𝑁𝑡

�̅�
). (7.2) 

 

The terms in brackets in (7.2) define the spread between the interest rates on 

central bank funding 𝐼𝑡
𝐶𝐵 and that of CBDC 𝐼𝑡

𝐸, where Δ𝐸 is the fixed spread and 𝑁𝑡 is the 

bank's equity with steady state value  �̅�. The central bank may increase the spread based 

on financial stress after a shock, where parameter 𝑘𝑁 ∈ (0,1) denotes the reaction 

intensity and financial stress is expressed as the percentage deviation of banks' equity 

from steady state (�̅� − 𝑁𝑡) �̅�⁄ . 

The central bank sets the policy interest rate on central bank funding 𝐼𝑡
𝐶𝐵 according 

to a Taylor-type rule. The policy rule is given in the following form: 

 

𝐼𝑡
𝐶𝐵 = 𝜌𝑅𝐼𝑡

𝐶𝐵 + (1 − 𝜌𝑅)(�̅�𝐵 + Π𝑡 + 𝜙𝜋(Π𝑡 − Π𝑇) + 𝜙𝑦(𝑌𝑡 − �̅�) + 𝑢𝑡 , (7.3) 

 

where 𝜌𝑅 ∈ (0,1) is the interest rate smoothing parameter �̅�𝐵 is the steady state value of 

the bonds interest rate, Π𝑡 is the current inflation rate, Π𝑇 is the central bank's inflation 

target, 𝑌𝑡 is the output with steady state value �̅�, 𝜙𝜋 and 𝜙𝑦 are respectively relative 

weights on inflation deviation and the output gap, and 𝑢𝑡 is the monetary policy shock 

of AR(1) process: 

𝑢𝑡 =  𝜌𝑢𝑢𝑡−1 + 휀𝑡
𝑢. (7.4) 

 

The central bank's assets consist of government bonds holding 𝐵𝑡
𝐶𝐵, tax payment 

𝑇𝐴𝑋𝑡, and loans to the commercial bank 𝑄𝑡
𝐶𝐵, whereas its liabilities comprise of total 

reserves 𝑇𝑅𝑡 and currency supplied to households and firms in the forms of cash 𝑀𝑡
𝑆 and 

CBDC 𝐸𝑡
𝑆. The central bank's balance sheet is thus formulated as 
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(1 + 𝐼𝑡
𝐵)𝐵𝑡

𝐶𝐵 + 𝑇𝐴𝑋𝑡 + (1 + 𝐼𝑡
𝐶𝐵)𝑄𝑡

𝐶𝐵 = 𝑇𝑅𝑡 − 𝑇𝑅𝑡−1 + 𝑀𝑡
𝑆 + 𝐸𝑡

𝑆. (7.5) 

 

Note that profits from bonds holding𝐼𝑡
𝐵𝐵𝑡

𝐶𝐵 and from loan 𝐼𝑡
𝐶𝐵𝑄𝑡

𝐶𝐵 as well as lump 

sum tax 𝑇𝐴𝑋𝑡 are then transferred to the government. Since the total reserves is a portion 

of total deposits and currencies supplies can be given by 𝑀𝑡
𝑆 = 𝑀𝑡 − 𝜇𝑚𝑀𝑡−1 and 𝐸𝑡

𝑆 =

𝐸𝑡 − 𝜇𝑒𝐸𝑡−1 for cash and CBDC, respectively, then (7.5) becomes 

(1 + 𝐼𝑡
𝐵)𝐵𝑡

𝐶𝐵 + 𝑇𝐴𝑋𝑡 + (1 + 𝐼𝑡
𝐶𝐵)𝑄𝑡

𝐶𝐵

= 𝜓(𝐷𝑡 − 𝐷𝑡−1) + (𝑀𝑡 − 𝜇𝑚𝑀𝑡−1) + (𝐸𝑡 − 𝜇𝑒𝐸𝑡−1), 
(7.6) 

 

where 𝜇𝑚 and 𝜇𝑒 are the measure of nominal rigidity in the money supply process. 

 

 

 

 

3.1.2.7 Government 

In the economy, the government purchases the final good from retail firms 𝐺𝑡, 

collects taxes from households 𝑇𝐴𝑋𝑡, and issues one-period risk-free bonds 𝐵𝑡. The total 

bonds issued by government is held by commercial banks and the central bank such that 

𝐵𝑡 = 𝐵𝑡
𝐵 + 𝐵𝑡

𝐶𝐵, (8.1) 

 

where 𝐵𝑡
𝐵 are bonds held by commercial bank and 𝐵𝑡

𝐶𝐵 are those held by the central 

bank. Thus, the government's budget constraint is formulated as 

 

𝑃𝑡𝐺𝑡 + (1 + 𝐼𝑡−1
𝐵 )𝐵𝑡−1 = 𝑇𝐴𝑋𝑡 + 𝐵𝑡 + 𝐼𝑡

𝐶𝐵𝑄𝑡
𝐶𝐵 + 𝐼𝑡

𝐵𝐵𝑡
𝐶𝐵, (8.2) 

 

where the last two terms in the right-hand side of (8.2) indicate respectively the profits 

earned by the central bank from loans and bonds holding which transferred to the 

government as fiscal authority. By (8.1) the budget constraint (8.2) becomes 

𝑃𝑡𝐺𝑡 + (1 + 𝐼𝑡−1
𝐵 )𝐵𝑡−1

𝐵 + 𝐵𝑡−1
𝐶𝐵 = 𝑇𝐴𝑋𝑡 + 𝐵𝑡

𝐵 + 𝐼𝑡
𝐶𝐵𝑄𝑡

𝐶𝐵 + (1 + 𝐼𝑡
𝐵)𝐵𝑡

𝐶𝐵. (8.3) 
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We assume that the government's expenditure can be a constant fraction 𝑘𝐺 ∈

(0,1) of output of the final goods: 

𝐺𝑡 = 𝑘𝐺𝑌𝑡. (8.4) 

 

Since output is divided into consumption, investment, and government spending, 

then the economy-wide budget constraint is expressed as 

𝑌𝑡 = 𝐶𝑡 + 𝐼𝑁𝑉𝑡 + 𝐺𝑡. (8.5) 

 

3.1.3  Equilibrium and Steady State Conditions 

In this section we summarize the equilibrium equations imposed by our model as 

results of optimization processes and identity relations. For each equilibrium equation, a 

steady state condition is given to be used in the log-linearization process. 

1. Demand of CBDC: 

 

𝛼𝑒 (
𝐸𝑡

𝑃𝑡
)

−𝜂𝑒

=
𝐶𝑡

−𝜎

𝑃𝑡
− 𝛽(1 + 𝐼𝑡

𝐸)𝔼𝑡

𝐶𝑡+1
−𝜎

𝑃𝑡+1
, 

𝛼𝑒 (
�̅�

�̅�
)

−𝜂𝑒

=
𝐶̅−𝜎

�̅�
(1 − 𝛽(1 + 𝐼𝑡

𝐸)). 

 

2. Demand of cash: 

 

𝛼𝑚 (
𝑀𝑡

𝑃𝑡
)

−𝜂𝑚

=
𝐶𝑡

−𝜎

𝑃𝑡
− 𝛽𝔼𝑡

𝐶𝑡+1
−𝜎

𝑃𝑡+1
, 

𝛼𝑚 (
�̅�

�̅�
)

−𝜂𝑚

=
𝐶̅−𝜎

�̅�
(1 − 𝛽). 

 

3. Demand of bank deposits: 

 

𝛼𝑑 (
𝐷𝑡

𝑃𝑡
)

−𝜂𝑒

=
𝐶𝑡

−𝜎

𝑃𝑡
− 𝛽(1 + 𝐼𝑡

𝐷)𝔼𝑡

𝐶𝑡+1
−𝜎

𝑃𝑡+1
, 

𝛼𝑑 (
�̅�

�̅�
)

−𝜂𝑒

=
𝐶̅−𝜎

�̅�
(1 − 𝛽(1 + 𝐼𝑡

𝐷)). 

 



57 
 

4. The labor supply: 

 

𝛼𝑙𝐶𝑡
𝜎𝐿𝑡

𝜑
=

𝑊𝑡

𝑃𝑡
, 

𝛼𝑙𝐶̅𝜎�̅�𝜑 =
�̅�

�̅�
. 

 

5. Euler equation: 

 

(
𝔼𝑡𝐶𝑡+1

𝐶𝑡
)

𝜎

= 𝛽 (1 − 𝛿 + 𝔼𝑡

𝑅𝑡+1
𝐾

𝑃𝑡+1
), 

1 = 𝛽 (1 − 𝛿 +
�̅�𝐾

�̅�
). 

 

6. Capital stocks: 

 

𝐾𝑡+1 = 𝐼𝑁𝑉𝑡 + (1 − 𝛿)𝐾𝑡, 

𝐼𝑁𝑉̅̅ ̅̅
�̅� = 𝛿�̅�. 

 

7. Production function: 

 

𝑌𝑡 = 𝐴𝑡𝐾𝑡
𝛼𝐿𝑡

1−𝛼, 

�̅� = �̅��̅�𝛼�̅�1−𝛼. 

 

8. Marginal cost: 

 

𝑀𝐶𝑡 =
1

𝐴𝑡
(

(1 + 𝑘𝑄𝐼𝑡
𝐶𝐵)𝑊𝑡

1 − 𝛼
)

1−𝛼

(
𝑅𝑡

𝐾

𝛼
)

𝛼

, 

𝑀𝐶̅̅̅̅̅ =
1

�̅�
(

(1 + 𝑘𝑄𝐼�̅�𝐵)�̅�

1 − 𝛼
)

1−𝛼

(
�̅�𝐾

𝛼
)

𝛼

. 

 

9. Demand for labor: 
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𝐿𝑡 = (1 − 𝛼)
𝑀𝐶𝑡

1 + 𝑘𝑄𝐼𝑡
𝐶𝐵

𝑌𝑡

𝑊𝑡
, 

�̅� = (1 − 𝛼)
𝑀𝐶̅̅̅̅̅

1 + 𝑘𝑄𝐼�̅�𝐵

�̅�

�̅�
. 

 

10. Demand for capital: 

 

𝐾𝑡 = 𝛼𝑀𝐶𝑡

𝑌𝑡

𝑅𝑡
𝐾, 

�̅� = 𝛼𝑀𝐶̅̅̅̅̅
�̅�

�̅�𝐾
. 

 

11. Price adjustment (Phillips curve): 

 

𝔼𝑡 ∑(𝛽𝜙)𝑠((1 − 𝜃)𝑃𝑗,𝑡
−𝜃𝑃𝑡+𝑠

𝜃−1 + 𝜃𝑃𝑗,𝑡
−𝜃−1𝑃𝑡+𝑠

𝜃−1𝑀𝐶𝑡+𝑠)𝑌𝑡+𝑠

∞

𝑠=0

= 0, 

�̅� =
𝜃

𝜃 − 1
𝑀𝐶̅̅̅̅̅. 

 

12. Inflation rate: 

 

Π𝑡 =
𝑃𝑡

𝑃𝑡−1
, 

Π̅ = 1. 

 

13. Optimal capital stock for capital producing firm: 

 

𝐶𝑡
−𝜎

𝑃𝑡

(1 + 𝐼𝑡
𝐿) = −𝛽𝔼𝑡

𝐶𝑡+1
−𝜎

𝑃𝑡+1
(𝑅𝑡+1

𝐾 + (1 − 𝛿)(1 + 𝐼𝑡+1
𝐿 )), 

1 + 𝐼�̅� = −𝛽(�̅�𝐾 + (1 − 𝛿)(1 + 𝐼�̅�)). 

 

14.  

 

𝑘𝑄𝑊𝑡𝐿𝑡 + 𝐼𝑁𝑉𝑡 + 𝐵𝑡
𝐵 = 𝑄𝑡

𝐶𝐵 + (1 − 𝜓)𝐷𝑡 + 𝑁𝑡, 

𝑘𝑄�̅��̅� + 𝐼𝑁𝑉̅̅ ̅̅ ̅ + �̅�𝐵 = �̅�𝐶𝐵 + (1 − 𝜓)�̅� + �̅�. 
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15.  

 

𝑁𝑡+1 = (1 + 𝐼𝑡
𝐿)𝑁𝑡 + (𝐼𝑡

𝐿 − 𝐼𝑡
𝐷)𝐷𝑡 + (𝐼𝑡

𝐿 − 𝐼𝑡
𝐶𝐵)𝑄𝑡

𝐶𝐵, 

�̅� = (1 + 𝐼�̅�)�̅� + (𝐼�̅� − 𝐼�̅�)�̅� + (𝐼�̅� − 𝐼�̅�𝐵)�̅�𝐶𝐵. 

 

16. Loans interest rate: 

 

1 + 𝐼𝑡
𝐿 =

𝜙𝐿(1 + 𝐼𝑡
𝐶𝐵)𝐼𝑁𝑉𝑡

𝑁𝑡 + (1 + 𝜙𝐿)𝐼𝑁𝑉𝑡
, 

1 + 𝐼�̅� =
𝜙𝐿(1 + 𝐼�̅�𝐵)𝐼𝑁𝑉̅̅ ̅̅ ̅

�̅� + (1 + 𝜙𝐿)𝐼𝑁𝑉̅̅ ̅̅ ̅
. 

 

17. Deposits interest rate: 

 

1 + 𝐼𝑡
𝐷 =

𝜙𝐷(1 − 𝜓)

1 + 𝜙𝐷

(1 + 𝐼𝑡
𝐶𝐵), 

1 + 𝐼�̅� =
𝜙𝐷(1 − 𝜓)

1 + 𝜙𝐷

(1 + 𝐼�̅�𝐵). 

 

18. Bonds interest rate: 

 

𝐼𝑡
𝐵 = 𝐼𝑡

𝐶𝐵 + Δ𝐵, 

𝐼�̅� = 𝐼�̅�𝐵 + Δ𝐵. 

 

19. CBDCs interest rate: 

 

𝐼𝑡
𝐸 = 𝐼𝑡

𝐶𝐵 − (Δ𝐸 + 𝑘𝑁

�̅� − 𝑁𝑡

�̅�
), 

𝐼�̅� = 𝐼�̅�𝐵 − Δ𝐸 . 

 

20. Taylor rule: 

 

𝐼𝑡
𝐶𝐵 = 𝜌𝑅𝐼𝑡

𝐶𝐵 + (1 − 𝜌𝑅)(�̅�𝐵 + Π𝑡 + 𝜙𝜋(Π𝑡 − Π𝑇) + 𝜙𝑦(𝑌𝑡 − �̅�) + 𝑢𝑡 . 
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21.  

 

(1 + 𝐼𝑡
𝐵)𝐵𝑡

𝐶𝐵 + 𝑇𝐴𝑋𝑡 + (1 + 𝐼𝑡
𝐶𝐵)𝑄𝑡

𝐶𝐵

= 𝜓(𝐷𝑡 − 𝐷𝑡−1) + (𝑀𝑡 − 𝜇𝑚𝑀𝑡−1) + (𝐸𝑡 − 𝜇𝑒𝐸𝑡−1), 

(1 + 𝐼�̅�)�̅�𝐶𝐵 + 𝑇𝐴𝑋̅̅ ̅̅ ̅̅ + (1 + 𝐼�̅�𝐵)�̅�𝐶𝐵 = (1 − 𝜇𝑚)�̅� + (1 − 𝜇𝑒)�̅�. 

 

22.  

 

𝑃𝑡𝐺𝑡 + (1 + 𝐼𝑡−1
𝐵 )𝐵𝑡−1

𝐵 + 𝐵𝑡−1
𝐶𝐵 = 𝑇𝐴𝑋𝑡 + 𝐵𝑡

𝐵 + 𝐼𝑡
𝐶𝐵𝑄𝑡

𝐶𝐵 + (1 + 𝐼𝑡
𝐵)𝐵𝑡

𝐶𝐵, 

�̅��̅� + 𝐼�̅��̅�𝐵 = 𝑇𝐴𝑋̅̅ ̅̅ ̅̅ + 𝐼�̅��̅�𝐶𝐵 + 𝐼�̅�𝐵�̅�𝐶𝐵. 

 

23.  

 

𝐺𝑡 = 𝑘𝐺𝑌𝑡, 

�̅� = 𝑘𝐺�̅�. 

 

24. Economy-wide budget constraint: 

 

𝑌𝑡 = 𝐶𝑡 + 𝐼𝑁𝑉𝑡 + 𝐺𝑡, 

�̅� = 𝐶̅ + 𝐼𝑁𝑉̅̅ ̅̅ ̅ + �̅�. 

 

25. Productivity shock: 

 

𝑎𝑡 = 𝜌𝐴𝑎𝑡−1 + 휀𝑡
𝐴. 

 

26. Monetary policy shock: 

𝑢𝑡 = 𝜌𝑢𝑢𝑡−1 + 휀𝑡
𝑢. 

All steady state conditions must be simultaneously solved such that steady state 

values are obtained. With equation (4.2) it is not possible to know the value of 

productivity 𝐴𝑡 at the steady state. The general price level is normalized, and the nominal 

interest rate of central bank is fixed. Then we initially assign the following steady state 

values: 
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�̅� = 1, 

�̅� = 1, 

𝐼�̅�𝐵 = 0. 

We then obtain the rest of the steady state values: 

�̅�𝐾 = (
1

𝛽
− 1 + 𝛿) �̅�, 

𝑀𝐶̅̅̅̅̅ =
𝜃 − 1

𝜃
�̅�, 

𝐼�̅� = −
𝛽�̅�𝐾

1 + 𝛽(1 − 𝛿)
− 1, 

�̅� =
1 − 𝛼

1 + 𝑘𝑄𝐼�̅�𝐵
(�̅�𝑀𝐶̅̅̅̅̅)

1
1−𝛼 (

𝛼

�̅�𝐾
)

𝛼
1−𝛼

, 

�̅� = ((
�̅�

𝛼𝑙𝑃̅̅ ̅̅ ̅
)

1
𝜎 �̅�𝐾

(1 − 𝑘𝐺)𝑅̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅𝐾 − 𝛼𝛿𝑀𝐶̅̅̅̅̅
(

(1 − 𝛼)𝑀𝐶̅̅̅̅̅

�̅�
)

−
𝜑
𝜎

)

𝜑
𝜑−𝜎

, 

�̅� = 𝛼𝑀𝐶̅̅̅̅̅
�̅�

�̅�𝐾
, 

𝐼𝑁𝑉̅̅ ̅̅
�̅� = 𝛿�̅�, 

�̅� = 𝑘𝐺�̅�, 

�̅� = (1 − 𝛼)
𝑀𝐶̅̅̅̅̅

1 + 𝑘𝑄𝐼�̅�𝐵

�̅�

�̅�
, 

𝐶̅ = �̅� − 𝐼𝑁𝑉̅̅ ̅̅ ̅ − �̅�, 

�̅� = �̅� (
𝐶̅−𝜎

𝛼𝑚�̅�
(1 − 𝛽))

−
1

𝜂𝑚

, 

𝐼�̅� =
𝜙𝐷(1 − 𝜓)

1 + 𝜙𝐷

(1 + 𝐼�̅�𝐵) − 1, 

𝐼�̅� = 𝐼�̅�𝐵 + Δ𝐵, 
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𝐼�̅� = 𝐼�̅�𝐵 − Δ𝐸 , 

�̅� = �̅� (
𝐶̅−𝜎

𝛼𝑒�̅�
(1 − 𝛽(1 + 𝐼�̅�)))

−
1

𝜂𝑒

, 

�̅� = �̅� (
𝐶̅−𝜎

𝛼𝑑�̅�
(1 − 𝛽(1 + 𝐼�̅�)))

−
1

𝜂𝑑

, 

�̅� =
𝜙𝐿(1 + 𝐼�̅�𝐵)𝐼𝑁𝑉̅̅ ̅̅ ̅

1 + 𝐼�̅�
− (1 + 𝜙𝐿)𝐼𝑁𝑉̅̅ ̅̅ ̅, 

�̅�𝐶𝐵 =
𝐼�̅��̅� + (𝐼�̅� − 𝐼�̅�)�̅�

𝐼�̅�𝐵 − 𝐼�̅�
, 

�̅�𝐵 = �̅�𝐶𝐵 + (1 − 𝜓)�̅� + �̅� − 𝑘𝑄�̅��̅� − 𝐼𝑁𝑉̅̅ ̅̅ ̅, 

�̅�𝐶𝐵 = (1 − 𝜇𝑚)�̅� + (1 − 𝜇𝑒)�̅� − �̅�𝐶𝐵 − �̅��̅� − 𝐼�̅��̅�𝐵, 

𝑇𝐴𝑋̅̅ ̅̅ ̅̅ = �̅��̅� + 𝐼�̅��̅�𝐵 − 𝐼�̅�𝐵�̅�𝐶𝐵 − 𝐼�̅��̅�𝐶𝐵. 

 

3.1.4  Log-linearization 

One easy and common approach to solve and analyze DSGE models is to 

approximate the nonlinear equations characterizing the equilibrium with the 

corresponding log-linearized equations. The principle is to employ a first order Taylor 

approximation around a particular point (usually a steady state value) to replace the 

nonlinear equations with their approximations, which are linear in the log-deviations of 

the variables. In this work we follow a log-linearization method proposed by Uhlig 

(1999). 

 

3.1.4.1   

Let 𝑋𝑡 is the value of variable at time 𝑡 and �̅� is the steady state value of 𝑋𝑡. The 

log-linearized value of 𝑋𝑡, denoted by 𝑥𝑡, is defined as 

𝑥𝑡 = ln 𝑋𝑡 − ln �̅� = ln
𝑋𝑡

�̅�
. (9.1) 

 

Since the first order Taylor approximation of function ℎ = ℎ(𝑥) around 𝑥 = 𝑎 is given by 
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ℎ(𝑥) ≈ ℎ(𝑎) + ℎ′(𝑎)(𝑥 − 𝑎) (9.2) 

 

and thus for ℎ(𝑋𝑡) = ln 𝑋𝑡 �̅�⁄  we have ℎ′(𝑥) = 1 𝑋𝑡⁄ , and then 𝑋𝑡 can be approximated 

by 𝑥𝑡 around its steady state value �̅� according to (9.1) and (9.2): 

𝑥𝑡 ≈
𝑋𝑡 − �̅�

�̅�
, 

from which we obtain the equivalency 

𝑋𝑡 ≈ �̅�(1 + 𝑥𝑡). (9.3) 

 

By (9.3), 100𝑥𝑡 informs us by how much, in per cent, the variable 𝑋𝑡 differs from 

its steady state level �̅� in period 𝑡. Alternatively by taking the exponent of both sides of 

(9.1) we obtain 

𝑋𝑡 ≈ �̅�𝑒𝑥𝑡 . (9.4) 

 

By fact that Taylor approximation provides 𝑒𝑥𝑡 ≈ 1 + 𝑥𝑡, then we again reclaim 

(9.3) from (9.4). Thus, log-linearization of 𝑋𝑡 can be undertaken by replacing it with either 

�̅�𝑒𝑥𝑡 or �̅�(1 + 𝑥𝑡). 

3.1.5  Log-linearized Equations 

The followings are the log-linearized version of all equilibrium conditions obtained by using Uhlig’s 

method. 

 

1. Demand of CBDC: 
 

𝛼𝑒 (
�̅�

�̅�
)

−𝜂𝑒

𝜂𝑒(𝑝𝑡 − 𝑒𝑡) = −
𝐶̅−𝜎

�̅�
(𝜎𝑐𝑡 + 𝑝𝑡) + 𝛽

𝐶̅−𝜎(1 + 𝐼�̅�)

�̅�
𝔼𝑡 (𝜎𝑐𝑡+1 −

𝐼�̅�

1 + 𝐼�̅�
𝑖𝑡

𝐸 + 𝑝𝑡+1). 

 

2. Demand of cash: 
 

𝛼𝑚 (
�̅�

�̅�
)

−𝜂𝑚

𝜂𝑚(𝑝𝑡 − 𝑚𝑡) = −
𝐶̅−𝜎

�̅�
(𝜎𝑐𝑡 + 𝑝𝑡) + 𝛽

𝐶̅−𝜎

�̅�
𝔼𝑡(𝜎𝑐𝑡+1 + 𝑝𝑡+1). 

 

3. Demand of bank deposits: 
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𝛼𝑑 (
�̅�

�̅�
)

−𝜂𝑑

𝜂𝑑(𝑝𝑡 − 𝑑𝑡) = −
𝐶̅−𝜎

�̅�
(𝜎𝑐𝑡 + 𝑝𝑡) + 𝛽

𝐶̅−𝜎(1 + 𝐼�̅�)

�̅�
𝔼𝑡 (𝜎𝑐𝑡+1 −

𝐼�̅�

1 + 𝐼�̅�
𝑖𝑡

𝐷 + 𝑝𝑡+1). 

 

4. The labor supply: 
 

𝜎𝑐𝑡 + 𝜑𝑙𝑡 = 𝑤𝑡 − 𝑝𝑡 . 

 

5. Euler equation: 
 

𝜎�̅�𝔼𝑡(𝑐𝑡+1 − 𝑐𝑡) = 𝛽�̅�𝐾𝔼𝑡(𝑟𝑡+1
𝐾 − 𝑝𝑡+1). 

 

6. Capital stocks: 
 

𝑘𝑡+1 = 𝛿𝑖𝑛𝑣𝑡 + (1 − 𝛿)𝑘𝑡. 

 

7. Production function: 
 

𝑦𝑡 = 𝑎𝑡 + 𝛼𝑘𝑡 + (1 − 𝛼)𝑙𝑡 . 

 

8. Marginal cost: 
 

𝑚𝑐𝑡 = −𝑎𝑡 + (1 − 𝛼) (
𝑘𝑄𝐼�̅�𝐵

1 + 𝑘𝑄𝐼�̅�𝐵
𝑖𝑡

𝐶𝐵 + 𝑤𝑡) + 𝛼𝑟𝑡
𝐾 . 

 

9. Demand for labor: 
 

𝑙𝑡 = 𝑚𝑐𝑡 + 𝑦𝑡 −
𝑘𝑄𝐼�̅�𝐵

1 + 𝑘𝑄𝐼�̅�𝐵
𝑖𝑡

𝐶𝐵 − 𝑤𝑡 . 

 

10. Demand for capital: 
 

𝑘𝑡 = 𝑚𝑐𝑡 + 𝑦𝑡 − 𝑟𝑡
𝐾 . 

 

11. Price adjustment (Phillips curve): 
 

𝜋𝑡 =
(1 − 𝛽𝜙)(1 − 𝜙)

𝜙
(𝑚𝑐𝑡 − 𝑝𝑡) + 𝛽𝔼𝑡𝜋𝑡+1. 

 

12. Inflation rate: 
 

𝜋𝑡 = 𝑝𝑡 − 𝑝𝑡−1. 

 

13. Optimal capital stock for capital producing firm: 
 

𝐼�̅�𝑖𝑡
𝐿 − (1 + 𝐼�̅�)(𝜎𝑐𝑡 + 𝑝𝑡)

= 𝛽(1 + �̅�𝐾)(1 − 𝛿)(1 + 𝐼�̅�)𝔼𝑡(𝜎𝑐𝑡+1 + 𝑝𝑡+1) − 𝛽𝔼𝑡(�̅�𝐾𝑟𝑡+1
𝐾 + (1 − 𝛿)𝐼�̅�𝑖𝑡+1

𝐿 . 

 

14. Bank’s balance sheet: 
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𝑘𝑄�̅��̅�(𝑤𝑡 + 𝑙𝑡) + 𝐼𝑁𝑉̅̅ ̅̅ ̅𝑖𝑛𝑣𝑡 + �̅�𝐵𝑏𝑡
𝐵 = �̅�𝐶𝐵𝑞𝑡

𝐶𝐵 + (1 − 𝜓)�̅�𝑑𝑡 + �̅�𝑛𝑡 . 

 

15. Bank’s equity: 
 

�̅�(𝑛𝑡+1 − 𝑛𝑡) = 𝐼�̅��̅�(𝑖𝑡
𝐿 + 𝑛𝑡) + 𝐼�̅��̅�(𝑖𝑡

𝐿 + 𝑑𝑡) − 𝐼�̅��̅�(𝑖𝑡
𝐷 + 𝑑𝑡) + 𝐼�̅��̅�𝐶𝐵(𝑖𝑡

𝐿 + 𝑞𝑡
𝐶𝐵)

− 𝐼�̅�𝐵�̅�𝐶𝐵(𝑖𝑡
𝐶𝐵 + 𝑞𝑡

𝐶𝐵) 

 

16. Loans interest rate: 
 

�̅�𝑛𝑡 + (1 + 𝜙𝐿)𝐼𝑁𝑉̅̅ ̅̅ ̅𝑖𝑛𝑣𝑡 + �̅�𝐼�̅�(𝑛𝑡 + 𝑖𝑡
𝐿) + (1 + 𝜙𝐿)𝐼𝑁𝑉̅̅ ̅̅ ̅𝐼�̅�(𝑖𝑛𝑣𝑡 + 𝑖𝑡

𝐿)

= 𝜙𝐿𝐼𝑁𝑉̅̅ ̅̅ ̅𝑖𝑛𝑣𝑡 + 𝜙𝐿𝐼�̅�𝐵𝐼𝑁𝑉̅̅ ̅̅ ̅(𝑖𝑡
𝐶𝐵 + 𝑖𝑛𝑣𝑡). 

 

17. Deposits interest rate: 
 

𝐼�̅�𝑖𝑡
𝐷 =

𝜙𝐷(1 − 𝜓)𝐼�̅�𝐵

1 + 𝜙𝐷
𝑖𝑡

𝐶𝐵. 

 

18. Bonds interest rate: 
 

𝑖𝑡
𝐵 = 𝑖𝑡

𝐶𝐵 + Δ𝐵. 

 

19. CBDCs interest rate: 
 

𝑖𝑡
𝐸 = 𝑖𝑡

𝐶𝐵 − (Δ𝐸 + 𝑘𝑁

�̅� − 𝑛𝑡

�̅�
). 

 

20. Taylor rule: 
 

𝑖𝑡
𝐶𝐵 = 𝜌𝑅𝑖𝑡

𝐶𝐵 + (1 − 𝜌𝑅)(�̅�𝐵 + 𝜋𝑡 + 𝜙𝜋(𝜋𝑡 − Π𝑇) + 𝜙𝑦(𝑦𝑡 − �̅�) + 𝑢𝑡. 

 

21. Central bank’s balance sheet: 
 

�̅�𝐶𝐵𝑏𝑡
𝐶𝐵 + 𝐼�̅��̅�𝐶𝐵(𝑖𝑡

𝐵 + 𝑏𝑡
𝐶𝐵) + 𝑇𝐴𝑋̅̅ ̅̅ ̅̅ 𝑡𝑎𝑥𝑡 + �̅�𝐶𝐵𝑞𝑡

𝐶𝐵 + 𝐼�̅�𝐵�̅�𝐶𝐵(𝑖𝑡
𝐶𝐵 + 𝑞𝑡

𝐶𝐵)

= 𝜓�̅�(𝑑𝑡 − 𝑑𝑡−1) + �̅�(𝑚𝑡 − 𝜇𝑚𝑚𝑡−1) + �̅�(𝑒𝑡 − 𝜇𝑒𝑒𝑡−1). 

 

22. Government’s budget constraint: 
 

�̅��̅�(𝑝𝑡 + 𝑔𝑡) + �̅�𝐵𝑏𝑡−1
𝐵 + 𝐼�̅��̅�𝐵(𝑖𝑡−1

𝐵 + 𝑏𝑡−1
𝐵 ) + �̅�𝐶𝐵𝑏𝑡−1

𝐶𝐵

= 𝑇𝐴𝑋̅̅ ̅̅ ̅̅ 𝑡𝑎𝑥𝑡 + �̅�𝐵𝑏𝑡
𝐵 + �̅�𝐶𝐵𝑏𝑡

𝐶𝐵 + 𝐼�̅��̅�𝐶𝐵(𝑖𝑡
𝐵 + 𝑏𝑡

𝐶𝐵) + 𝐼�̅�𝐵�̅�𝐶𝐵(𝑖𝑡
𝐶𝐵 + 𝑞𝑡

𝐶𝐵). 

 

23. Government’s spending: 
 

�̅�𝑔𝑡 = 𝑘𝐺�̅�𝑦𝑡. 

 

24. Economy-wide budget constraint: 
 

�̅�𝑦𝑡 = 𝐶̅𝑐𝑡 + 𝐼𝑁𝑉̅̅ ̅̅ ̅𝑖𝑛𝑣𝑡 + �̅�𝑔𝑡 . 
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25. Productivity shock: 
 

𝑎𝑡 = 𝜌𝐴𝑎𝑡−1 + 휀𝑡
𝐴. 

 

26. Monetary policy shock: 
 

𝑢𝑡 = 𝜌𝑢𝑢𝑡−1 + 휀𝑡
𝑢. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

3.1.6 Shock Generators 

3.1.6.1  Productivity Shock 

The production function of wholesale goods follows the Cobb Douglas and given 

in (43) 

𝑌𝑡 = 𝐴𝑡𝐾𝑡
𝛼𝐿𝑡

1−𝛼 

Where 𝐴𝑡 is the productivity or technology shock. This shock is governed by the first order 

autoregressive process 
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𝑙𝑛 𝐴𝑡 =  𝜌𝐴𝑙𝑛 𝐴𝑡−1 + 휀𝑡, 

Which can be expressed in log-linearized form as  

𝛼𝑡 = 𝜌𝐴𝛼𝑡−1 + 휀𝑡 

The productivity shock will affect the marginal cost of production, i.e., the optimal cost 

of producing one unit of goods. The log-linearized version of the marginal cost is provided 

in (133) 

𝑚𝑐𝑡 =  −𝛼𝑡 + (1 − 𝛼) (
𝑘𝑄�̅�𝐿

1 + 𝑘𝑄�̅�𝐿
𝑟𝑡

𝐿 + 𝜔𝑡) + 𝛼𝑟𝑡
𝐾 

 

3.1.6.2  Interest Rate Shock 

The policy of interest rate on the central bank funding follows the Taylor-type rule: 

�̅�𝐶𝐵𝑟𝑡
𝐶𝐵 = 𝜌𝑅�̅�𝐶𝐵

𝑟𝑡−1
𝐶𝐵 + (1 − 𝜌𝑅) ((1 + 𝜌𝜋)𝜋𝑇𝜋𝑡 + 𝜌𝑦𝑦𝑡 ) + 𝑠𝑡

𝑅 , 

where 𝑠𝑡
𝑅 is the shock given by 

𝑆𝑡
𝑅 = 𝜙𝑅𝑠𝑡−1

𝑅
− 휀𝑡 

 

 

3.2 SWOT Approach 

3.2.1 Data 

This research wants to examines the optimal CBDC design using SWOT analysis. 

A purposive sampling of literatures is used to extract various literature of CBDC 

development across the world including motivation, design characteristic, 

macroeconomic implication, and lesson learned. Article journal is taken from the one that 

indexed in Scopus. Working papers only be extracted from credible institutions such as 

BIS, CEMLA, ADB, ECB, World Bank, FSB, PwC, Deloitte, and EY. Some webinars that the 

speakers originated from BIS. News platform that will be used is Wall Street Journal and 

Central Banking. The country use case that used in this research is China, Canada, 

Sweden, Bahamas, USA, Swiss, France, Canada, Eastern Caribbean, Singapore, Thailand, 

Hong Kong, Japan, Uruguay, Denmark, Ecuador, Poland, England, Japan, Nigeria, 

Jamaica, Ghana, and Russia. The set of selected countries is considered based on the 
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availability of the CBDC development progress in research, proof-of-concept, pilot, or live 

implementation.  

3.2.2 Methods 

The method used to determine the CBDC design in this research is the SWOT 

analysis. This analysis is commonly used to manage information by dividing it into (S) 

Strengths, (W) Weaknesses, (O) Opportunities, and (T) Threats. Gurel & Tat (2017) 

explained that strengths are the aspects that add value to something and makes it more 

special than others, weaknesses are the aspects of not having or weaker competency 

compared to others, opportunities are the aspects of condition or situation that are 

suitable for us, and threats are the aspects that become an obstacle that makes us harder 

to reach our goal20.  That information is used for analysis in developing strategies by 

optimizing Strengths and Opportunities while removing Weaknesses and Treats 

(Kowalska-Pyzalska et al., 2020). This analysis is not limited to business models but can 

be used for decisions making in the policy. For example, this analysis was also conducted 

for the impact of the decline in world oil prices (Q. Wang & Li, 2016), construction project 

planning (Lu, 2010), organic waste in the circular economy (Paes et al., 2019), and the 

Corn Industry in Heilongjiang Province (Wan-rong et al., 2013). These examples show 

that SWOT analysis can accommodate analysis in the application of CBDC so that we can 

find the most appropriate design of CBDC and know the impact of macroeconomic 

policies. 

 Positive aspects Negative aspects 

Internal 

aspects 

Strengths: 

The aspects that add value to 

something and makes it more 

special than others 

 

Weaknesses: 

The aspects of not having or weaker 

competency compared to others 

 

External 

aspects 

Opportunities: 

The aspects of condition or 

situation that suitable for us 

Threats: 

The aspects that become an obstacle 

that makes us harder to reach our 

goal 

Table 1 SWOT Analysis 

Source: Adapted from Gurel & Tat (2017) 

 
20   
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 However, SWOT itself has the disadvantages of inability to identify the SWOT 

aspects priorities (Gurel & Tat, 2017). It is not clear which SWOT characteristics how much 

impact that could be inflicted by its SWOT aspects. Therefore, this research uses meta-

analysis as an additional tool for the SWOT analysis. Meta-analysis is the integration of 

the quantitative methods by consolidating other research findings (Borenstein et al., 

2009). This analysis could find the effect size from each SWOT aspects and solve the 

previous disadvantages of SWOT analysis. For the effect size calculation, this research will 

adapt from Agarwal et al. (2012) due to the utilization of Meta-SWOT in their research. 

SWOT on both CBDC will be elaborated first. After that, each characteristic will receive a 

point based on the compatibility against the SWOT and its competitiveness against other 

characteristics. Below is the point that will be used for basis: 

 

 Internal Factors External Factors 

 Strengths Weaknesses Opportunities Threats 

Yes +1 -1 +1 -1 

Quasi Yes +0.75 -0.75 +0.75 -0.75 

Depend +0.5 -0.5 +0.5 -0.5 

Quasi No +0.25 -0.25 +0.25 -0.25 

No 0 0 0 0 

Table 2 Scores of SWOT Analysis 

Source: Adapted from Agarwal et al. (2012) 

 When the CBDC characteristics carry absolute attributes that do not rely on other 

characteristic has the attributes, but it still loses to the other characteristics in the same 

cteristics rely on the other 

attribute. 

 

   CLASSIFICATIONS 
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   A B C D E F G 

   CHARACTERISTICS 

   1 2 1 2 1 2 1 2 1 2 3 1 2 1 2 

A
SP

EC
TS 

Strengths                

S1  x x x x x x x x x x x x x x x 

S2  x x x x x x x x x x x x x x x 

S3  x x x x x x x x x x x x x x x 

S4  x x x x x x x x x x x x x x x 

Weaknesses                

W1  x x x x x x x x x x x x x x x 

W2  x x x x x x x x x x x x x x x 

W3  x x x x x x x x x x x x x x x 

W4  x x x x x x x x x x x x x x x 
Opportuniti
es 

               

O1  x x x x x x x x x x x x x x x 

O2  x x x x x x x x x x x x x x x 

O3  x x x x x x x x x x x x x x x 

O4  x x x x x x x x x x x x x x x 

Threats                

T1  x x x x x x x x x x x x x x x 

T2  x x x x x x x x x x x x x x x 

T3  x x x x x x x x x x x x x x x 

T4  x x x x x x x x x x x x x x x 

                 

 

 

Su
m 

Su
m 

Su
m 

Su
m 

Su
m 

Su
m 

Su
m 

Su
m 

Su
m 

Su
m 

Su
m 

Su
m 

Su
m 

Su
m 

Su
m 

 S1-S4:  Strength aspect 
W1-W4: Weaknesses aspect  
O1-O4: Opportunities aspect 
T1-T2: Threats aspect 
A-G: Classifications 
1-3:  Characteristics 
x: Score 

Table 3 General SWOT Matrix 

Source: Constructed by author 

To become a concrete strategy, we will optimize strengths with existing 

opportunities. Strengths can also be used to minimize potential threats that arise. 

Weaknesses can also be minimized by utilizing opportunities optimally. Then, we must 

also make efforts to cover our weaknesses to avoid potential threats that arise 

 SWOT Strategies 

 Strength aspects  Weakness aspects 

Opportunity aspects S-O Strategies: 
Using internal strength and utilize 
available opportunities 

W-O Strategies: 
Utilizing opportunities to mitigate 
internal weaknesses 



71 
 

Threat aspects S-T Strategies: 
Utilizing internal strengths to 
mitigate revealed threats 

W-T Strategies: 
Mitigating internal weaknesses so 
we could avoid the incoming 
threat 

Table 4 SWOT Strategies 

Source: Adapted from Chermack & Kasshanna (2017) 

The characteristics that achieve the most points will be considered as the beneficial 

design. But that beneficial design is not yet considered as the most optimal CBDC design. 

Therefore, it needs to be adjusted again with its country needs and capabilities in the next 

phase. 

4. Result and Discussion 
 

4.1 Result and Discussion of Macroeconomic Consequences and Monetary Policy 

Implication 

4.1.1  Simulations Result 

4.1.1.1  Productivity Shock 

The results of a positive productivity shock on variables of the model are presented 

here. The productivity shock due to the technological advance causes a rise in the values 

of the marginal products of labor and capital, and thus firms increase their demand for 

labor and capital as production inputs, so investment level increased. Increasing 

productivity implies that firms operate more efficiently so the marginal costs decrease. 

Meanwhile, inflations fall as the production becomes more efficient and increases the 

supply of goods, thus leading to easing in monetary policy followed by reduced CBDC 

dan banks rate. Due to the inverted relationship between bond and interest rate, the 

reduction of the interest rate makes the bond price raising, thus both central bank and 

banks reduce their bond holding. Increased productivity also implies raising the wage and 

capital return which makes the laborers tend to use their leisure time for consumption, 

thus reducing their working hours. Wage and capital return raise also implies that 

households tend to consume rather than save, thus decreasing holding of cash, CBDC, 

and deposit.  Both activities from households and firms are contributing to the tax 

revenue, thus increasing government spending. All of those results imply the increase in 

aggregate demand, then increasing the output.  
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Figure 4.1 IRF of Effects on Productivity Shock (1) 

 

Figure 4.2 IRF of Effects on Productivity Shock (2) 
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Figure 4.3 IRF of Effects on Productivity Shock (3) 

 

Figure 4.4 IRF Effect on Productivity Shock of Bank Loan 

However, due to the increased aggregate demand, the price level also increased 

and raised the inflation rate. The sign of inflation makes the central bank take an action. 

The central bank responds with an increment of its policy rate followed by CBDC and 

banks rate to make an economic contraction by reducing purchasing power. As the 

consequence, bank capital is decreasing due to the decreasing loans and increased 

liability due to the raising deposit rate. An increment of policy rate also implies the 

reduction of bond price, thus central banks and banks buy more bonds. As the result, the 

rising interest rate makes consumption and investment decline.  Both people and firms 

tend to save their money in CBDC rather than the deposit due to the CBDC attributes of 

being a risk-free asset. Decreasing consumption implies reduced firm productivity, thus 

reducing the wage of the labor, moreover, the technology starting to deteriorate as the 

technology keeps depreciating. As the sources of tax revenue decreased, government 

spending also decreased. In the end, the aggregate demand will be reduced, thus the 

output is also declining.  
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This result aligned with Ammu George et al. (2021) and Lim et al. (2021). Both of 

the results imply that CBDC would likely make monetary policy more effective. It can be 

seen by the response of the central bank towards inflation using CBDC rate is effective. 

Moreover, households show that remunerated CBDC is more attractive than bonds to 

fulfill their liquidity, so it enhances the monetary policy effectiveness 

4.1.1.2  Policy Interest Rate Shock 

The results of an increasing policy interest rate shock on variables of the model are 

presented here. Initially, Increasing policy rate is followed by the increment of CBDC rate 

.However, there is lag in monetary policy transmission due to the cost adjustment of 

investment gradual response as mentioned by Gruend et al., (1997). In this lag period, 

household and firm tends to borrow money from bank to consume and invest before the 

bank done adjusting the interest rate, respectively. This lag explains why initially there is 

a short span increment in output when there is increment in the policy rate. After that 

period, household tends to substitute deposit to cash and CBDC due to the consideration 

of risk-free assets. CBDC also become an alternative to fulfil liquidity demand. Holding 

CBDC will increase the household's overall liquidity, even though liquidity marginal utility 

decreased. Therefore, it's more explaining why CBDC is more attractive than the deposit. 

Since CBDC is remunerated, the households tend to convert more CBDC rather than cash. 

The reduction of the deposit implies that banks have reduced credit supply, thus 

decreasing their lending power. As the result, there is a decrease in investment which 

implies reduced labor as well as wages. Households also tend to save rather than take a 

loan. Reduced household and firm activity imply a reduction in purchasing power, thus 

reducing consumption as well as tax revenue. Due to the reduction in tax revenue, the 

government is also reducing its government spending. Reduced consumption and 

government spending also imply there is an excess supply of goods, which reduces the 

price level and inflation rate. Therefore, the reduction of aggregate demand reflects the 

reduction of output. 
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Figure 4.5 IRF Effects on Monetary Policy Shock (1) 

 

Figure 4.6 IRF Effects on Monetary Policy Shock (2) 
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Figure 4.7 IRF Effects on Monetary Policy Shock (3) 

 

Figure 4.8 IRF Effects on Monetary Policy Shock of Bank Loan 

 

However, as the economy started to the downturn, the central banks respond to 

it with expansionary policy. The economic recovery was followed by a reduction of the 

CBDC and banks rate. This drive household and firm to consume and invest, respectively. 

Household and firm spend their money, thus CBDC and cash holding decrease. 

Households tend to consume more and firms tend to expand their business as can be 

seen from the increment in capital, labor, and wage. Both consumption and investment 

contribute to the aggregate demand, thus increasing the price level and inflation rate. As 

the economic activity got warmed up, the tax revenue also increased, thus increasing the 

government spending. In the end, the output will increase as the economic activity 

recovers.  

The result of this simulation also aligned with Gross & Schiller (2021). It is 

emphasizing that CBDC is a feasible alternative means of payment in times of financial 
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stress. Therefore, using CBDC would likely make monetary policy more effective, 

moreover if it remunerated. The central bank could directly govern the CBDC rate through 

the wallet or implementing CBDC capacity.  

 

4.2 Result and Discussion of Optimal CBDC Design 

4.2.1 SWOT Analysis  Strength Aspect 

4.2.1.1  Payment Efficiency 

Practically, payment efficiency would be promoted by the CBDC development 

(Bordo & Levin, 2017). He et al. (2014) argue that CBDC enables us to accommodate 

rapid and secure cross-border settlement. The settlement could become near-instant 

because it is possible to be conducted on a peer-to-peer basis, and available 24/7 (CPMI, 

2018a; PwC, 2019). Cross-border would be faster, cheaper, transparent, and inclusive, 

thus giving benefits for worldwide economics (BIS et al., 2021). When compared to cash, 

CBDC would likely reduce the cost of handling and lower transaction fees, which is 

beneficial for households and businesses21 (Bordo & Levin, 2017; Raghuveera & Bray, 

2020). From a macroeconomics perspective, CBDC also gives efficiency because 

productivity gains from CBDC implementation would be identical to the reduction of 

substantial distortionary taxes (Barrdear & Kumhof, 2017). CBDC payment efficiency also 

could reduce the number of policy transmissions, thus increasing the effectiveness of 

monetary policy (Luo et al., 2021). 

Current CBDC development shows us that CBDC promotes payment efficiency. 

Southern Caribbean was able to eliminate transfer fees to promote cost efficiency in their 

CBDC (Eastern Caribbean Central Bank, n.d.-c). Sweden develops CBDC to cater 

in 2018, the usage of paper money is only 10 percent (Riksbank, 2020). Sweden 

developing CBDC to support public awareness and encourage payment efficiency (Boar 

& Wehrli, 2021). Hong Kong-Thailand, Singapore-Canada, Europe-Japan, United Arab 

Emirates-Saudi Arabia, and several other countries are testing the potential efficiency of 

cross-border payments, all of these tests are still in the pilot phase (Kalfon et al., 2021). 

 
21 Cost of cash handling is estimated 0.5 percent of Europe Union GDP, which mean its save a lot from 

high cost that associated with cash (Gnan & Masciandaro, 2018) 
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The outcome of those pilot testing gives the varying form of payment efficiencies such as 

real-time settlement, costless transaction, and resilience financial stability.  

4.2.1.2  Monetary Policy Effectiveness 

Monetary policy can be more effective through CBDC because of the faster 

transmission (Agur et al., 2018). Also, monetary policy could be implemented by adjusting 

the CBDC rate directly through their wallet rather than influencing commercial banks 

through policy rates (Mookerjee, 2021; Nelson, 2021). Aside from transmission, CBDC 

enables the central bank to extract real-time data, which increases the response time of 

the central bank in monetary policy implementation (Burgos & Batavia, 2018). Some 

monetary policies will be more effective if we implement CBDC. Assuming cash is absent, 

CBDC able to penetrate the Zero Lower Bound and able to provide a stimulus to public 

consumption in the event of an economic downturn (Davoodalhosseini et al., 2020). 

Helicopter money also will be more effective because CBDC enable us to transfer money 

such as aid, directly to people with less bureaucracy (BIS, 2020). However, gradual 

response of investment still could gives a lag to monetary policy transmission due to the 

cost adjustment (Gruend et al., 1997). 

There are some use cases from either research or pilot testing of CBDC that 

influence monetary policy. In their pilot, ECB plans to impose a balance limit and set the 

CBDC rate that is less than safe assets like a deposit to prevent the deposit crowding out 

(Goldman Sachs Global Investment Research, 2020). Nigeria also wants to extend 

potential CBDC benefits for monetary policy effectiveness in their pilot (Huillet, 2021). 

Research by Janet Jiang & Zhu (2021) concludes that the CBDC rate has a strong 

monetary policy pass-through to the loan market if the coordination of policy rates is 

effective. Meanwhile, Sweden with their e-krona still evaluate the interest-bearing for 

consideration of lower bound constraint (IMF, 2021a) 

4.2.1.3  Increasing Financial Inclusion  

Financial inclusion means that individuals and businesses have access to useful and 

affordable financial products and services that meet their needs  transactions, payments, 

savings, credit and insurance  delivered in a responsible and sustainable way (World 

Bank, 2018). Financial inclusion is one of the important concerns that push the CBDC 

development (Kiff et al., 2020b). CBDC can boost financial inclusion by transforming the 

unbanked community into integrated with the bank system, thus they can harness 

financial services such as payments, transfers, savings, credit, insurance, and so on (Wallis, 
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2021). Also, CBDC is considered a risk-free asset and makes people willing to convert to 

CBDC (Mersch, 2020). Promoting financial inclusion will support direct aid from the 

government, prevent fraud (AML, CFT, Tax evasion), digitalization of value chain, reduce 

cash management costs, and increase monetary policy effectiveness (Didenko & Buckley, 

2021; Lapukeni, 2015). These benefits will give the central bank more sovereignty over 

the circulation of digitalized money.  

Some CBDC development shows us the financial inclusion that is given by CBDC. 

China uses NFC to encourage financial inclusion, especially in their large and remote areas 

(Chow & Eckert, 2021). Using NFC also means the transaction can be conducted by 

placing the device side by side, which means without an internet connection. The 

Bahamas' Sand Dollar also allows CBDC to be used in areas without internet and can 

operate 24/7 (Bharathan, 2020). This will support the Bahamas to push financial inclusion 

within its archipelago in more than 700 islands (Turner, 2020). Bahamas neighborhood, 

East Caribbean, also developing CBDC in the form of a value-based wallet that is easy to 

be integrated without a bank account and low transaction cost, thus lowering the barrier-

to-entry (Eastern Caribbean Central Bank, n.d.-b). That benefit is compelling for the 

countries that have a geographical limitation like archipelago countries. China also has 

similar methods to overcome unbanked people by providing safe and liquid payment to 

the public without requiring bank account (Goldman Sachs Global Investment Research, 

2020).. Due to low transaction cost, low-income people would likely to easily convert 

from unbanked to banked (Caskey, 2002). 

4.2.1.4  Traceability 

Currently, data is the most valuable resource than oil, data can bring new insights 

that contribute the innovation, which also able to trace our daily activities (Bhagesphur, 

2019). Traceable CBDC allows us to get better real-time data through data from each 

transaction (CPMI, 2018a; Mookerjee, 2021). With IoT, we can import data from CBDC 

and use it to monitor economic activities by recording each transaction, thus we could 

able to calculate the current country's GDP in real-time and accurately (PwC, 2019). If 

there is an anomaly in the price level, CBDC could notify if the inflation is beyond the 

target or not (Kiff et al., 2020a). Monetary policy will be quickly responded to the shock 

due to historical transaction data in CBDC (Bergara & Ponce, 2018). Other data related 

to economic activity can also be reflected in detail (Goldman Sachs Global Investment 

Research, 2020). Therefore, CBDC traceability enables us to conduct data analysis that 



80 
 

would provide better decisions for all economic and social sectors (OECD, 2019). Being 

traceable also could raise AML/CFT concern (Bank, 2019; CEMLA, 2019). Z. Wang (2021) 

argues that CBDC could reduce tax evasion due to its traceability. Kwon et al. (2020) also 

argue that CBDC could discourage tax evasion by imposing positive CBDC rates22.  

Most of the central banks contradict with fully anonymity CBDC to prevent illicit 

activities such as money laundering, terrorism financing, etc. (Kaminska, 2021). The 

Bahamas Sand Dollar CBDC sacrifices anonymity to improve tax administration (Central 

Bank of the Bahamas, 2019). Southern Caribbean CBDC enables the financial institution 

to fully observe the identity of both parties (International Monetary Fund. Western 

Hemisphere Dept., 2020). Sweden also applies an underlying register on e-krona to 

record the transaction and (Riksbank, 

2021b). However, China plans to use managed anonymity in their CBDC, which means 

that the transaction will be anonymous if its small value, and will be traceable if its big 

value .  

 

4.2.2 SWOT Analysis  Weaknesses Aspect 

4.2.2.1  High Cost of CBDC Infrastructure 

The central bank needs to build the required infrastructure and governance to 

implement CBDC, this could lead to high operational and associated upfront costs (CPMI, 

2018a). The central bank needs to develop a customer interface, front-end wallet, choose 

and maintain technology, supervise transactions, promote AML, and prevent CFT (Adrian 

& Griffoli, 2019). Kiff et al. (2020) also found that cost that associated with CBDC is (IT 

Consulting firm, UI/UX Specialist, Software Developer), infrastructure (cloud and server), 

software (license and service fees), cyber security (threat modeling, response 

management, penetration test, identification, and support (helpdesk)23.  

To have the public sector handle technology such as CBDC, would be irrelevant 

and costly since the private sector keeps innovating, thus it would be relevant to have a 

Public-Private Partnership (Adrian, 2020). Aside from cost efficiency, some of the other 

 
22 Positive CBDC rate affecting the transfer of seigniorage revenue from transactions that evade sales tax 

to those who pay, therefore, there will be consumption increment in taxed transactions and consumption 

declining in non-taxed transactions (Kwon et al., 2020) 

23 The high cost is mostly burdened in investment cost. After that, the fixed cost and variable cost will be 

lower than investment cost 
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benefits are accessibility to finance, technology transfer, transfer of risk, investment 

opportunity, and business development (EY, 2015). Morales-Resendiz et al. (2021) also 

argue that Public-Private Partnership could avoid disrupting private sector innovation. For 

example, China implements partnerships with the private sector such as commercial 

banks, mobile payment, and telecom to implement its CBDC (Jiaying Jiang & Lucero, 

2021). E-krona from Sweden cooperates with professional consulting companies 

Accenture and R3 Corda in their CBDC development (Riksbank, 2021a). In its pilot 

project, ECCB from the Southern Caribbean also conducts a partnership in the 

procurement of CBDC for its pilot projects (International Monetary Fund. Western 

Hemisphere Dept., 2020).  

4.2.2.2  Privacy Loss 

CBDC gives its benefit such as AML/CFT concern and real-time data by its 

traceability, but it also has some consequences. People tends to maintain their privacy in 

the CBDC (Borgonovo et al., 2021).  In its pilot, Sweden still evaluates the privacy legal 

aspect to determine which information that CBDC can obtain in the transaction 

(Riksbank, 2021a). Jiaying Jiang & Lucero (2021) 

unclear about privacy protection, especially regarding the reporting line when fraud or 

misused information happened. Even so, most of the authorities would likely disagree to 

have anonymous CBDC due to the prevention of corruption or any unappealing criminal 

activities (Birch, 2021). Some example China's retail CBDC is managed anonymity, which 

the transaction will be traceable if its huge value transaction 

2021). Russia also sacrifices anonymity by putting a unique identifier in their CBDC so 

they can know the movement of the CBDC (Bank of Russia, 2020). Moreover, CBDC that 

have high privacy will have higher operational costs due to the complexity of their 

technology (Darbha & Arora, 2020). Privacy issues must be solved by central bank, 

otherwise people will have reduced trust, thus reduce monetary policy effectiveness due 

to reduced policy broadness (CPMI, 2018a) 

One idea to cater to this anonymity is placing a threshold of a specific transaction 

amount (Kaminska, 2021). ESCB Eurochain Research Network, Accenture, and R3 are 

working on a CBDC proof of concept that promotes AML/CFT that is only visible to 

independent authority (Bank, 2019). China implementing managed anonymity, which 

means if it's only a small value transaction, it will be anonymous, but it will be traceable 

when it is a huge value transaction . To maintain public 
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trust, the central bank could improve its privacy design through third-party reviews of its 

design and architecture (Darbha & Arora, 2020) 

4.2.2.3  Internet Coverage Limitation 

Effective CBDC implementation requires related infrastructures such as internet 

coverage, electricity, and digital ID systems, thus the countries that still not have 

established infrastructures need to develop it (Didenko & Buckley, 2021). Without proper 

internet coverage, interest-

and deduction needs internet connectivity (Shah et al., 2020). Aside from that, coverage 

limitation could reduce monetary policy effectiveness due to reduced CBDC coverage 

(CPMI, 2018a). The central bank would need to either develop its retail and customer 

service infrastructure or outsource it for distributing CBDC (Wadsworth, 2018). Roller & 

Waverman (1996) emphasized that the critical mass of telecommunication infrastructure 

is important for economic growth. Therefore, the required infrastructure needs to be 

pushed to accommodate CBDC implementation. George, (2018) argues that investment 

in cable and satellite to cover the internet both in the high-density area or remote area, 

also as a backup if outage happened.  

4.2.2.4  System Failure: Outage 

Power has become vital in our modern life, almost every aspect of life relies on 

power, thus an outage can make our life paralyzed (Küfeoğlu, 2015). The outage could 

occur from many causes, such as natural disasters and human error (Campbell, 2012; 

Lawrence, 2021). Lerner (2014) said that the average losses of internet outages are 

around 5,600 USD per minute and 300,000 USD per hour. Meanwhile, on July 30 and 

31 in 2021, blackouts in India affected a huge spread of populations., thus leading to 

traffic jams, stagnation of tourists, financial transaction disturbance, and losses of up to 

a billion dollars (Shuai et al., 2018). CBDC means we are being part of modern societies 

and suffer from the risk of an outage. CBDC is vulnerable to those outages and it will be 

unreliable in a state of emergency (Wadsworth, 2018). A backup plan is needed to 

mitigate the unreliability of CBDC when an outage occurs, such as quick resource 

assignment, planned action plan, and well-prepared recovery procedures (Spivey, 2021). 

Otherwise, it could disrupt many business activities and thus could have macrcoeconomic 

consequences. Offline capabilities of CBDC need to be developed in case of an outage 

(BIS, 2020). As a technical backstop to the CBDC, the central bank should also have a 
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copy of all CBDC holding so it can be recovered in case of an outage (Auer & Böhme, 

2020b) 

4.2.3 SWOT Analysis  Opportunities Aspect 

4.2.3.1  Growing Technology 

Throughout time, the development of financial technology keeps growing and 

fulfilling the demand of the people (Auer et al., 2020b). For example,  Artificial 

Intelligence (AI) can improve current flow by learning from the pattern and optimizing 

the result of the activities (Suliman et al., 2019). CBDC could utilize AI in asset 

management, banking, or another lending platform (An et al., 2021). AI also could be 

used in data analytics that can supervise and validate risk assessment according to their 

needs (BIS Innovation Hub, 2021). In a ledger system, blockchain is one of the DLT 

technologies that can be a storage of all kinds of assets with a high level of security and 

transparency (Diedrich, 2016). Its immutability attributes on blockchain could be utilized 

by CBDC to increase resiliency against cyber-attack tampers (Ozdayi et al., 2020). Also, 

blockchain enables CBDC to conduct seamless Delivery vs Payment transactions (Adrian, 

2019). Internet of Things (IoT) enables process automation, integration, reduces labor 

cost, and also reduces waste (Gilis, 2021). DLT also could enhance financial markets and 

payment due to its robustness and lower transaction cost, thus make monetary policy 

more effective (Auer, Monnet, et al., 2021). IoT in CBDC implementation enables us to 

integrate between various devices such as mobile devices, IC cards, etc. 

China, 2021). IoT also enable CBDC to be the basis micropayment for communication 

protocols interface (Auer & Böhme, 2020b) 

4.2.3.2  Network Effect 

When there is an adoption of technology that relies on interaction and 

compatibility within people, the network effect will occur (Easley & Kleinberg, 2010). A 

network effect is an event of the increasing value of either goods and services when there 

is an increment in the participant, as an example, the benefit from social networking will 

be higher depending on how many you connect with other people (Banton, 2021). The 

same properties applied also to CBDC, the benefits of CBDC will be increased when there 

is a new user that joins the network due to the network effect (Forner, 2020). Network 

effect could improve monetary policy effectiveness due to broader coverage, lower 

transaction cost, and provides better service (BIS, 2021b). Also, an interest-bearing CBDC 
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-off when network effect matters24 (Agur et al., 2021). 

There is another critical concern on the network effect, declining cash usage has become 

a disruption for the central bank in the presence of network effects (Agur, Ari, & Ariccia, 

2019). With the declining cash usage network effect, commercial banks may ATM will be 

obsolete and the merchant will no longer accept cash, thus cash may disappear when its 

use falls below a critical threshold, this phenomenon is happening in Sweden (Riksbank, 

2020).  

4.2.3.3  CBDC Enthusiasm 

A lot of central banks are interested in developing CBDC, and their progress starts 

from research, pilot, proof-of-concept until live implementation (Boar & Wehrli, 2021; 

Kalfon et al., 2021). CBDC has become global attention and featured in a lot of central 

banks' communications and public interest25. The technology of CBDC and how they 

related to the private sector has become a huge discussion (Auer et al., 2020b; Gross et 

al., 2020; Vives, 2019). Moreover, the growth of fintech companies is expected to reach 

a superlative annual growth rate of 12 percent by 2026 (Market Data Forecast, 2021). 

Adrian (2020) argues that to have public sector development handle technology is 

irrelevant and costly due to the private sector innovation, thus it will create wider 

opportunities to create partnerships with private entities such as fintech companies. The 

private sector will gain knowledge transfer that can benefit them in the upcoming project 

(World Bank, 2020). Public-private partnerships also give unique risk-sharing 

arrangements and encourage private companies to invest in the bigger project (Y. 

Chauhan & Marisetty, 2019).  

Those enthusiasms can be seen by many CBDC development conducting Public-

Private Partnership and show that openness from the private sector. E-krona from 

Sweden using Accenture and R3 Corda as the partner of developing their CBDC in the 

pilot stage (Riksbank, 2021a). Commercial banks, mobile payment services, and telecom 

companies are used by China in developing their pilot project (Central Bank of Indonesia, 

2021; Jiaying Jiang & Lucero, 2021). Project Helvetia from Swiss-France with BIS are 

 
24 When interest-bearing CBDC was optimally designed, it would safeguard from bank intermediation 

and protecting the trio of payment instruments from network effects, regardless of the financial friction 

role in the economy  

25 Research from Auer et al. (2020) was using moving sum and average approach of CBDC speeches, 

report, and search interest from 2016  2020 to determine CBDC as the global attention 
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stages (BIS et al., 2020). Last but not least, Thailand picks Giesecke+Devrient to develop 

its retail CBDC (Central Banking Newsdesk, 2021b).  

4.2.3.4  Cash Inefficiency 

The retail transaction that uses cash is keeps declining from 2006 to 2019 due to 

its convenience in using digital money (Auer et al., 2020a; Wolf, 2021). Aside from 

convenience, cash has disadvantages such as the risk of theft, high cost of maintenance, 

and inefficient distribution (Brugge et al., 2018). Covid-19 pandemic also hastens the 

declining usage of cash due to physical distancing protocol (Torry, 2021). By these 

phenomena, CBDC would be an alternative of the payment instrument to retain central 

bank-issued money access (ING Group, 2020).  Even though the cash keeps declining, 

most of the payments still use cash, however, Shekhar et al. (2020) found that the 

acceptance of the cashless system is dominated by the younger consumer. This means 

that the next generation will prefer using a cashless system and it has huge potential for 

CBDC acceptance in near future. However, aside from its opportunity, declining cash 

usage must gained a traction for central bank, otherwise central bank could loss their 

monitoring towards money circulation (Beau, 2021) 

There are some examples of the cash declining phenomenon in other countries. 

By 2020, only 9 percent of the transaction in Sweden that still using cash (Riksbank, 

2020). Declining cash usage in Sweden makes rejection of cash in many stores and several 

(Skingsley, 2016). United States cash 

-19 

(Coyle et al., 2021). Declining also happened in the UK when since 2017 the cash usage 

keep declining by 15 percent per year (Barret, 2021).  

4.2.4 SWOT Analysis  Threats Aspect 

4.2.4.1  Cyber Attack 

As the technology advanced through time, there will always be an effort to exploit 

the technology for personal gain, which means the risk of cyberattack is always exist 

(Australian Computer Society, 2016). Cyberattack is an attack to compromise the 

confidentiality, integrity and availability of data through internet (Bendovschi, 2015). 

Cyber security is an important aspect for CBDC to secure storage, value transfer, privacy, 

and resilience (Minwalla, 2020). This need to be taken seriously because in US, people 

tend to trust traditional financial institutions rather than the government agency in term 
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of data protection (Armantier et al., 2021). Moreover, payment sector is the most 

frequent target of cyberattack (Aldasoro et al., 2021). Auer & Böhme (2020) found that 

CBDC has a vulnerability to massive DDoS (Distributed Denial of Service) attacks that 

cause system delays in carrying out the transaction process. DDoS is a deliberate attack 

that makes both the network and system unavailable for an authorized user, which opens 

an opportunity for the hacker (Tripathi & Mehtre, 2013). Cyberattack also could affect 

financial stability by disruption in payment, settlement, and clearing of CBDC (CPMI, 

2018a). This scenario could be worsen because CBDC covers a huge amount of users., 

thus it will make the system more vulnerable. (Collet et al., 2020).  

Rigorous efforts must be implemented to enhance the cyber security of CBDC 

such as RegTech (Regulatory Technology) and SupTech (Supervisory Technology) (Central 

Bank of Indonesia, 2019). The security must be assured through sustainable testing, 

authentication, best practice, and have a period of system components audit (Minwalla, 

2020). Moreover, CBDC will be a high-value target since its carry public identity 

information. Multi consensus like DLT can be adapted to prevent cyber-attack, especially 

regarding data fraud (Bank of England, 2020). In conclusion, all the gaps that can create 

weakness points of cyber security must be assessed and solved. Even though all the 

research, proof-of-  cyber-attacks 

that occurred in CBDC, the central bank must be aware of cyber security and vigilant with 

the potential.  

4.2.4.2  Bank Disintermediation 

Bank disintermediation happens when depositor no longer deposit their money 

on banks (Choulete & Shulyatyeva, 2016). This can happen if the depositor is more 

interested to move their money in CBDC rather than in the bank. CBDC has similar 

characteristics to bank deposits in both interest-bearing and non-interest bearing terms 

. This characteristic creates a threat and bank run could 

happen.  If the economy is getting worse, users will tend to move their assets from 

commercial banks to CBDC because CBDC is the liabilities of the central bank and central 

bank is LOTLR. This phenomenon can disrupt bank liquidity due to a sudden contraction 

in commercial banks, especially with CBDC the settlement process becomes instant 

(Bitter, 2020).  

However, Viñuela & Sapena (2020) research argues that the threat from bank 

disintermediation can be mitigated by promoting the transition of CBDC from the current 
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two-tier fractional reserve banking system to a full reserve banking system. Implementing 

capacity on the CBDC wallet and lowering the CBDC rate is also one of the efforts to 

prevent deposit crowds out (Sandbu, 2021). But, implementing CBDC capacity would 

likely trigger political pressure during the time of crisis (ING Group, 2020) 

4.2.4.3  Unprepared Legal Aspects 

CBDC implementation would likely raise an issue in legal aspect as highlighted by 

the central bank or related policymakers, the issue is varying from ownership of authority, 

the realness of CBDC, and legality of CBDC, thus the fintech would likely be dominated 

by private entities (Bossu et al., 2020). The amount of information collected from CBDC 

also becomes a critical issue, such as how much information can be taken or how people 

could sue if there is any fraud or misused information (Jiaying Jiang & Lucero, 2021; 

Riksbank, 2021a). Moreover, current CBDC technology is not adequate to handle privacy 

protection issues, thus could create a conflict (Shirai, 2019a)

the legal aspect that can threaten CBDC issuance. Privacy protection regarding CBDC is 

still unclear in China. It is unclear how people could investigate or sue when there is fraud 

or misuse of their information (Jiaying Jiang & Lucero, 2021). PBOC or related authorities 

should be the ones who monitor compliance within the transaction and protect their 

information. In the pilot test, Sweden still faces some legal issues. The lesson learned from 

the legal aspect was Riksbank must b

already an intermediary. Also, Riksbank must protect transaction information in bank 

secrecy and avoid exposing data (Riksbank, 2021a). Not only retail CBDC, proof of 

concept in wholesale CBDC also raises numerous legal and policy questions regarding 

issuance, transfer, and redemption of wholesale CBDC (BIS et al., 2020). Privacy issues 

must be solved by central bank, otherwise people will have reduced trust, thus reduce 

monetary policy effectiveness due to reduced policy broadness (CPMI, 2018a). It can be 

concluded that CBDC issuance must raise a concern of clear, transparent, and 

enforceable legal basis as governed by (CPMI, 2017). 

4.2.4.4  Private Crypto-asset Competition 

The emergence of private crypto-asset such as Libra creates attention from 

authority to increase the priority of retail CBDC (Morales-Resendiz et al., 2021). The 

characteristics of cryptocurrency are electronic, not central bank liabilities, and peer-to-

peer (CPMI, 2015). It also has some social costs that concern the central bank (Agur, 

2018). First, the high volatility of private crypto-asset such as Bitcoin makes it not viable 
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as a stable means of payment (He et al., 2014). Second, the tragedy of Bitcoin exchange 

collapse such as Mt. Gox addresses the operational risk of private crypto-asset (Hu et al., 

2020). Third, high power consumption due to its mining. For example, 

(2014) found out that Bitcoin mining consumes around 5 gigawatts (the same amount 

as Ireland's electric consumption in early 2014). Fourth, private crypto-asset anonymity 

raises AML/CFT concerns (Agur, 2018). Fifth, the private crypto-asset has poor scalability 

if the number of transactions grows exponentially (A. Chauhan et al., 2018). Sixth, the 

central bank would likely lose its sovereignty if private crypto-asset become wider means 

of transactions26 (Gross & Schiller, 2020). 

The anonymity offered by cryptocurrency also being one of the reasons why it is 

feasible for some people (Agur, 2018; Goodell & Aste, 2019)

enough faith in CBDC data protection, therefore, they choose cryptocurrency as an 

alternative (Gasbeke, 2021). When people tend to use private crypto-asset that central 

AML/CFT (Gross & Schiller, 2020). Aside from the criminal activities, if the central bank 

loses control of money through monetary policy, thus could lose control of the currency 

too. (Woodford, 2000). Effectiveness of monetary policy could be reduced due to the 

autonomous decision by private crypto-asset (Tomić et al., 2020). Due to those concerns, 

some of the countries also consider banning cryptocurrency (Houben & Snyers, 2018). 

Even though cryptocurrency is threatening for CBDC, the central bank still can take the 

advantage of cryptocurrency technology (Auer & Böhme, 2021). Cryptocurrency such as 

Bitcoin is well-

security, and transparent attribute that can be beneficial for CBDC development (Politou 

et al., 2019). A country such as Sweden, Singapore, Canada, and Hongkong also make 

a partnership with R3 Corda to develop blockchain on their pilot testing (Atlantic Council, 

2021).  

 

 

 

 
26 It can be seen from around 7500 private digital currency is emerged until now, which means the 

central bank did not have any surveillance on it (Gross & Schiller, 2020) 
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4.2.5 Optimal CBDC Design  

Based on those explanations of each SWOT aspect, we could make a SWOT 

analysis, however, this research wants to conduct a SWOT analysis on each possible CBDC 

design. Therefore, the SWOT analysis will be conducted in the form of a matrix, so we 

could know which CBDC characteristics that have the attributes of each SWOT aspect. 

See Table 3.3 for the legends and see Appendix A for the references of SWOT matrix 

and 
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 Coverage Remuneration Payment System Anonymity Architecture Ledger System Scope 

 Retail Wholesale 
Interest-
bearing 

Non-
interest 
bearing 

Account-
based 

Token-
based 

Anonymous Traceable Indirect Direct Hybrid CLT DLT Domestic 
Cross-
border 

Strengths                

Payment Efficiency 0.75 0.75 1 0.25 0.5 0.75 0.25 0.75 1 0.75 1 1 0.75 0.5 0.75 

Monetary Policy Effectiveness 0.75 0.25 1 0.25 0.75 0.25 0.5 0.75 0.25 0.75 0.75 0.75 0.25 0.5 0.75 

Increasing Financial Inclusion 1 0 0.75 0.75 0.75 1 0.75 0.5 0.75 0.5 0.75 0.5 0.75 0.5 0.75 

Traceability 0.75 1 0.75 0.5 1 0.75 0 1 0.25 0.75 0.5 0.5 0.75 0.5 1 

                

Weaknesses                

High Cost of CBDC Infrastructure -0.75 -0.5 -0.75 -0.5 -0.25 -1 -1 -0.25 -0.5 -0.75 -0.5 -0.75 -0.25 -0.5 -0.75 

Privacy Loss -0.75 -1 -0.75 -0.5 -1 -0.75 0 -0.75 -0.25 -0.75 -0.5 -0.5 -0.25 -0.75 -1 

Internet Coverage Limitation -1 -0.25 -1 -0.25 -1 -0.75 -0.5 -0.75 -0.5 -0.75 -0.5 -1 -0.75 -0.75 -1 

System Failure: Outage -0.75 -1 -1 -0.75 -1 -0.75 -0.5 -0.75 -0.5 -0.75 -0.5 -1 -0.75 -0.5 -0.75 

                

Opportunities                

Growing Technology 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 

Network Effect 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 

CBDC Enthusiasm 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 

Cash Inefficiency 1 0 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 

                

Threats                

Cyber Attack -1 -0.75 -0.75 -0.5 -0.5 -0.5 -0.5 -0.75 -0.75 -1 -0.75 -1 -0.25 -0.5 -0.75 

Bank Disintermediation -0.5 0 -0.5 -0.25 -0.75 -1 -0.75 -0.5 -0.5 -0.25 -0.5 -0.5 -0.75 -0.5 -0.75 

Unprepared Legal Aspect -1 -1 -1 -0.75 -0.75 -0.5 -0.5 -0.75 -0.5 -0.75 -0.5 -0.5 -0.75 -0.5 -0.75 

Private Crypto-asset Competition -1 0 -0.25 -0.75 -0.75 -0.5 -0.25 -0.75 -0.25 -0.5 -0.25 -0.5 -0.25 -0.75 -0.25 

Total 0.5 0.5 1 1 0.5 0.5 1 1.25 2 0.75 2.5 0.5 2 0.75 0.75 

Table 5 General SWOT matrix calculation 

Source: Constructed by author
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Based on the calculation of SWOT points, it can be seen the most beneficial design 

of CBDC. Both retail and wholesale coverage carry the same score, it means that we could 

either choose both of them or just one of them. Both interest-bearing and non-interest 

bearing remuneration also achieve the same score, which means both of them are 

feasible and could be choose both or one of them.  The account-based and token-based 

payment system achieve the same score, thus it would be feasible for both options27. The 

traceable anonymity would be the most feasible characteristic. The architectures would 

be hybrid. The ledger system would be DLT. Lastly, we could choose either domestic or 

cross-border scope. The most optimal design would be depending on the rationale in the 

next paragraph 

  

Characteristics Points 

Coverage: 
 

A: Retail 0.5 

B: Wholesale 0.5 

Remuneration  
C: Interest-bearing 1 
D: Non-interest 
bearing 

1 

Payment System: 
 

E: Account-based 0.5 

F: Token-based 0.5 

Anonymity:  
G: Anonymous 1 

H: Traceable 1.25 

Architecture: 
 

I: Indirect 2 

J: Direct 0.75 
K: Hybrid 2.5 

Ledger System 
 

O: CLT 0.5 
P: DLT 2 
Scope:  
Q: Domestic 0.75 
R: Cross-border 0.75 

Table 6 Calculated Point of SWOT Analysis 

Source: Constructed by author 

 
27 Both account-based and token-
both of the characteristics have no value. Its merely a result of positive and negative value from SWOT 
scoring, and we only consider which one of them is higher/same/lower regardless the outcome number.  
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Based on those concerns, we can conclude that the most optimal design is to 

develop both retail and wholesale CBDC that needed to implement together. Aside from 

the fact that both retail and wholesale coverage are being most beneficial based on SWOT 

points, it is aligned with BSPI 2025 initiative regarding the second initiation about retail 

payment, and the third initiative about financial market infrastructure. Limitations such 

as unequal financial inclusion could be solved, and also able to achieve more efficiency in 

the interbank transaction. Related to the poor internet coverage, wholesale CBDC could 

be implemented first while waiting for the development of internet coverage28. 

Implementing both retail and wholesale also same as utilizing potential coverage, thus 

make monetary policy more effective 

The remuneration will be both interest-bearing and non-interest bearing. The 

CBDC would be interest-bearing for the wholesale CBDC, while non-interest bearing will 

be implemented in retail CBDC. Wholesale CBDC is used in interbank transactions such 

as wholesale payment, reserve, interbank load, and so on, thus it is required to be 

interest-bearing. Meanwhile, non-interest bearing would be fit for retail CBDC because 

it has less risk of bank disintermediation and is also aligned with the PMFI principle to aim 

the financial stability. The non-interest bearing payment system could more support 

financial inclusion due to the possibilities of conducting offline transactions, thus it could 

reach low connectivity areas such as remote areas and reach broader financial inclusion. 

After all, both interest-bearing and non-interest bearing carry the same score which 

means both of them are feasible to be implemented 

Account-based must be implemented with token-based payment systems. Both 

account-based and token-

implementations. Account-based has more 

needed to mitigate the weak cyber security system. The account-based payment system 

also supports AML/CFT concerns, which are aligned with PFMI regarding the public policy 

objectives. Due to the least information that needs to be covered, account-based CBDC 

has lower implementation costs, thus it will be more cost-saving. However, it needs to 

implemented with the token-based payment system. Token-based can conduct an offline 

transaction, which could temporarily solve the limited internet coverage, thus it could also 

promote financial inclusion due to the broader distribution up to the remote area. 

 
28 Even though we could implement token-based,  account-based also need to be developed to raise the 
concern of AML/CFT 
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Maximizing coverage area also imply more effective monetary policy transmission due to 

CBDC coverage broadness  

The degree of anonymity will be traceable. First, it could prevent illicit activities 

such as supporting AML/CFT, and also it is aligned with the PFMI public policy objectives. 

Second, the infrastructure of traceable CBDC is less expensive than the anonymous one. 

This is because traceability means less information that needs to be covered, thus it more 

cost less than the anonymous one. Third, traceable CBDC allows the central bank to 

extract real-time data of CBDC, and it could make the central bank make a quicker 

response of monetary policy and able to has the smarter decision in policymaking. After 

all, the traceable CBDC has more scores than the anonymous one 

The architecture would be hybrid CBDC. The distribution of retail CBDC is using 

hybrid architecture, in which distribution of CBDC and KYC is handled by the other 

intermediaries, but the central bank still periodically checks its retail transaction. This 

scheme allows us to implement Public-

and more efficient CBDC implementation. Retail CBDC involves the whole people 

transaction, which means larger broader of the transaction, thus we could not have a 

bigger risk of single point failure in a retail transaction. Also, hybrid architecture offers 

broader monitoring for the central bank because the central bank would periodically 

check the retail transaction, unlike indirect architecture that only focus on wholesale 

transaction, and unlike direct architecture that has complex operational. Moreover, by 

central bank handling retail transaction means it could apply monetary policy effectively 

because central bank could react from the real-data information 

The ledger system would be DLT. First, it is more resilient from an outage due to 

less risk of single point failure. DLT has decentralized nature, not like CLT who has 

centralized nature which has a bigger single point of failure risk.  Second, DLT enables us 

to use blockchain technology, the blockchain technology only available on the DLT ledger 

system. Blockchain technology uses the block that chained each other by hash, each 

created block need to pass the validation through the consensus, thus it could be more 

resilient from cyberattacks due to its immutable attribute.  After all. The DLT ledger system 

has more scores than CLT. From monetary perspective, robust system of CBDC also 

prevent the risk from cyberattack that could disrupt payment, settlement, and clearing, 

thus could create financial instability 
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The scope would be both domestic and cross-border. Both of them have the same 

score and are possible to have implemented each other. Also, implementing both of 

domestic and cross-border could support monetary policy due to its benefit.  Domestic 

CBDC could promote financial inclusion with a reduced transaction cost, meanwhile, 

cross-border CBDC could reduce the cost of remittance and improve the settlement 

speed. Cross-border CBDC also supports interoperability which enables us to offer a 

larger payment ecosystem. The network effect also could be optimized due to the broader 

interoperability that reaches the overseas ecosystem. Moreover, it is also aligned with the 

PFMI principle related to communications procedures and standard.  

4.2.6 CBDC Implementation Strategies 

SWOT analysis in the previous section does not only result in optimal CBDC design 

but also could be derived into SWOT strategies to optimize the SWOT analysis result. By 

proposing SWOT strategies, we could seize the potential opportunities and mitigate the 

potential threat created from CBDC implementation, which also could become a policy 

recommendation. All of the strategic actions are concluded into 4 main points as follows: 

 Actionable Steps 

 

Strengths: 
1. Payment efficiency 
2. Monetary policy effectiveness 
3. Increasing financial inclusion 
4. Traceability 

Weaknesses: 
1. High cost of CBDC infrastructure 
2. Privacy loss 
3. Internet coverage limitation 
4. System failure: Outage 

Opportunities: 
1. Growing technology 
2. Network effect 
3. CBDC enthusiasm 
4. Cash inefficiency 

Strategies:  

• Adapt with every emerging technology 
and learn other CBDC development to 
improve CBDC (S1, S3, O1, O3) 

• Using both account and token based to 
broaden CBDC distribution so network 
effect will effective (S3, O2) 

• Gradually convert merchant to CBDC so 
it will drive people to use CBDC (S1, S3, 
O2, O4) 

Strategies: 

• Utilizing IoT to improve device 
integration for broaden CBDC 
coverage (W3, O1) 

• Keep adapt and learn from emerging 
technology and other CBDC 
development to keep improving user 
data protection (W2, O1, O3) 

• Utilizing backup cloud server to 
ensure backup plan when outage 
happened (W4, O1) 

• Proposing Public-Private Partnership 
to reduce cost of CBDC infrastructure 
(W1, O3) 
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Threats: 
1. Cyber attack 
2. Bank disintermediation 
3. Unprepared legal aspect 
4. Private crypto-asset 

Strategies: 

• Cost of cash handling could be allocated 
to improve cyber security, so it will 
mitigate cyberattack (S1, T1) 

• Implementing capacity on CBDC wallet 
to make CBDC only used as a means of 
payment, also won’t faster the bank run 
when crisis happened (S2, T2) 

• Ensuring the law of which information 
that will be traced and improving data 
security, and electing independent data 
authority to gain public trust (S4, T3, T4) 

Strategies: 

• Ensuring backup plan so it won’t be 
vulnerable to cyberattack when 
outage happened (W4, T1, T4) 

• Ensuring the law of which information 
that will be traced and improving data 
security, and electing independent 
data authority to gain public trust (S4, 
T3, T4) 

• Proposing Public-Private Partnership 
to reduce cost and allocate it to 
improve cyber security (W1, T1) 

Table 7 SWOT Strategies Implementation 

Source: Constructed by author 

4.2.7 Strength  Opportunities Strategies 

In this step, we will use the internal strength and utilize available opportunities. 

First, the growing technology introduce us many innovations that make our life easier. 

The only problem is, how can we adapt with every technology so we could keep 

improving CBDC. For example, by using AI, we could identify pattern from current 

payment system and calculate the possible way to gain more efficiency. Those insight will 

help CBDC to gain more efficiency by implementing that insight. With IoT, the 

government could directly transfer aid to the related user with less intermediaries. IoT 

enable the integration of many devices. Meanwhile, blockchain could give us efficiency 

in the ledger system that can reduce the intermediaries in transaction. Moreover, 

blockchain also carry the properties of immutable and hard to tamper with. Aside from 

technology, CBDC enthusiasm also provide us many new insights that could be useful for 

CBDC development. Any success or failure of CBDC development could be extracted into 

lesson learned.  

CBDC also offer such as financial inclusion by transforming unbanked and 

underbanked into banked, thus increase the CBDC users. The network effect will unleash 

potential of CBDC when there is an increment in CBDC users. Improving internet 

coverage will help us to maximize this potential by investing in cable and satellite 

infrastructure, so the people on both high density and remote area could be covered, 

therefore the network effect will be unleashed. However, the improvement of internet 

coverage will take time. Therefore, implementing both account-based and token-based 

could be solution. Account-based CBDC is more resilient, also less expensive in term of 

operational cost, however, it relies on the internet connection. So, implementing token-

based will help alleviate the alternative means of payment because token-based CBDC 
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enable us to conduct offline transaction. In conclusion, we could maximize the CBDC 

distribution so the network effect of CBDC will be effective 

Network effect could give the unleashed a new potential when the number of 

users is increased. The more users increasing, the more benefit that can be obtained. 

Also, declining cash usage shows us cash is being an inefficient compared to CBDC by 

the term of transaction cost. Converting merchants into CBDC payment will drive people 

to convert CBDC because people need CBDC to conduct a transaction. Moreover, using 

CBDC also more beneficial than using cash.  

4.2.8 Weaknesses  Threats Strategies 

In this step, we work to mitigate our weaknesses so we can avoid the incoming 

threat. Every technology is carrying the risk of cyberattack, however, when the 

technology is experienced downtime, it will be more vulnerable from cyberattack, 

including CBDC. The central bank needs to prepare any backup plan when outage 

happened. The backup could be in form of backup file that saved in both could server 

and external devices such as hard drives. Also, the central bank could implement geo-

.  

Legal aspects being a concern in CBDC implementation. Sweden has issue in legal 

aspect because there is no jurisdiction that govern Riksbank as a value guarantor of e-

krona and amount of information that could be extracted. China also faces the legal issue 

due to the uncertainty in the settlement when there is misused data. Therefore, the 

central bank needs to expose which information that could be extracted from CBDC and 

make the legal jurisdiction about it. Also, the technology of cyber security needs to 

improve as an effort of data protection. The data operator should be independent but 

verified by central bank, so it could reduce the fraud potential and gaining public trust. 

Implementing CBDC is costly due to its infrastructure. CBDC implementation 

needs to develop customer interface, front-end wallet, choose and maintain technology, 

supervising transaction, promoting AML/CFT. CBDC infrastructure also consist of IT 

(Consulting firm, UI/UX Specialist, Software Developer), infrastructure (cloud and server), 

software (license and service fees), cyber security (threat modelling, response 

management, penetration test, identification, and support (helpdesk). If the central bank 

t cost, 

it will be irrelevant because the private sector keeps innovating and its hard to balance it. 
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Therefore, Public-Private Partnership become the option for central bank to develop 

CBDC. Implementing Public- on of private 

sector. Moreover, the cost-saving from Public-Private Partnership also could be allocated 

to improve cyber security, so it will be more resilient against cyberattack.  

4.2.9 Weaknesses - Opportunities Strategies 

Weaknesses can be mitigated if we could utilize the available opportunities. CBDC 

relies on the internet connectivity, especially account-based CBDC. Having limited 

internet coverage will be an obstacle for the CBDC distribution. Improvement of internet 

infrastructure is needed because IoT could enhance the CBDC distribution. IoT enable us 

to create an integration between many devices such as RFID, sensor, and wireless device. 

IoT integration will enhance the CBDC distribution and make the internet coverage more 

effective and efficient 

Data protection is an important point for CBDC implementation, but there is no 

technology that can avoid the risk of cyberattack. If the data is leaked due to the 

cyberattack, the people will lose its privacy, thus the public trust will reduced. The central 

bank needs to keep adapt with growing technology since the technology always evolving, 

and the threat also evolving. The enthusiasm of CBDC development also bring new 

insights if we could extract their lesson learned, either it is success or failed. The central 

banks need to be adaptive and keep their eagerness of learning if they want to keep 

improve CBDC, especially about data concern. 

Growing technology could give us the options to solve the problem, including in 

CBDC. Outage in CBDC could be critical due because it is responsible for whole people 

transaction. CBDC downtime could disrupt whole transaction, creating panic, and loss to 

the business. Technology such cloud server enables us to create copy from our hard 

drives. However, hard drives also enable us to create copy if the cloud server is down. 

Implementing geo-replication also could reduce the severeness of outage because it 

 

CBDC infrastructure is costly due to the development of customer interface, front-

end wallet, choose and maintain technology, supervising transaction, promoting 

AML/CFT. CBDC infrastructure also consist of IT (Consulting firm, UI/UX Specialist, 

Software Developer), infrastructure (cloud and server), software (license and service fees), 

cyber security (threat modelling, response management, penetration test, identification, 



98 

 

and support (helpdesk). CBDC infrastructure also consisting of (IT Consulting firm, UI/UX 

Specialist, Software Developer), infrastructure (cloud and server), software (license and 

service fees), cyber security (threat modelling, response management, penetration test, 

identification, and support (helpdesk). By doing partnerships with private entities, 

especially fintech, the cost of procurement can be shared with the private entities. 

Moreover, the enthusiasm of CBDC could be example that private sector also interested 

with the CBDC development 

4.2.10 Strengths - Threats Strategies 

By utilizing our internal strengths, the revealed threats can be mitigated. Using 

DLT could reduce the number of intermediaries. Also, CBDC has less cost of handling and 

maintenance if it compared with cash. However, every technology will carry the risk of 

cyberattack, including CBDC. Therefore, the central bank needs to concern about the 

cyber security. By utilize from the CBDC cost reduction, the central bank could allocate 

the surplus to improve cyber security, thus CBDC will be more resilient from cyberattack. 

CBDC would likely to give benefit to its users, moreover, it is considered as a risk-

free asset because it is a direct claim to central bank. Due to its attributes, there will be a 

potential when crisis happened, people will convert their asset to CBDC, thus creating 

bank disintermediation. CBDC also could make the bank disintermediation quicker 

because people could instantly 24/7 withdraw their deposits to CBDC, unlike current ATM 

that have a distance limitation and withdrawal capacity. Implementing capacity in CBDC 

wallet will prevent people to fully convert to CBDC, and it will mitigate the bank 

disintermediation 

 Data privacy and protection is being a concern in CBDC implementation, for 

example cases in China and Sweden when they conducted pilot testing. Legal aspect 

regarding to the data need to govern how much information that could be extracted, 

and the settlement when there is any misused in data management. Protecting data 

privacy and security could increase the public trust. Maintaining public trust is important 

because people could rather use private money if the central bank c

credibility.  
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5. Concluding Remarks 

5.1 Conclusion 

 The development of CBDC has been conducted by central banks across the world 

with various progress and motivation. From that consideration, implementing CBDC 

would likely to have an impact on macroeconomy consequences and monetary policy 

implication. However, it needs a comprehensive solution to support monetary policy 

based on those impacts. Therefore, the objective of this research is to quantify the 

macroeconomic consequences and monetary policy implication in the presence and 

absence of an interest and non-interest bearing CBDCs in competing with cash and bank 

deposits, followed by designing optimal CBDC design and its implementation strategies 

to support monetary policy. The result of this research could contribute as a reference for 

related policymakers and future researcher as they outline the CBDC optimal design to 

support monetary policy 

DSGE simulation from both productivity and interest-rate shocks implies that 

CBDC would likely improve monetary policy transmission. Improvement comes from the 

attractiveness of CBDC because household tend to substitute deposit to cash and CBDC 

due to the consideration of risk-free assets. CBDC also could foster consumption, thus 

increase the national output. However, it depends how CBDC design could support 

monetary policy 

As the steps to determine optimal design, this research presented the overview of 

general SWOT analysis from various research and development of CBDC across the world. 

The SWOT analysis can be highlighted by strengths: payment efficiency, monetary policy 

effectiveness, financial inclusion, and traceability; by weaknesses: high cost of CBDC 

infrastructure, privacy loss, internet coverage limitation, and system failure: outage; by 

opportunities: growing technology, network effect, CBDC enthusiasm, and cash 

inefficiency; by threats: cyber-attack, bank disintermediation, legal aspect, and private 

crypto-asset. Each of the SWOT aspects will be weighed by the score on each CBDC 

characteristics, the score was decided from various references such as its characteristics, 

limitation, and lesson learned from other countries that either support or deny its aspect. 

 After those consideration, optimal CBDC design could be decided. The design are 

retail and wholesale coverage, interest-bearing and non-interest bearing remuneration, 
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account-based and token-based payment system, traceable anonymity, hybrid 

architecture, DLT ledger system, and domestic and cross-border scope.   

 The SWOT analysis above can be derived into four possible strategies. The SO 

strategy is focused on enhancing CBDC technical by utilizing current phenomenon and 

trend that can be advantageous for us. The WO strategy is focused on determine the 

possible drawback of CBDC implementation and mitigate it by utilizing advantageous 

opportunities. The ST strategy is focused on maximizing CBDC technical to mitigate 

possible threats that will disrupting CBDC existence. The WT strategy focused on 

determine and minimizing possible drawback of CBDC implementation to mitigate the 

possible threats. Policy implication and recommendation for actionable items could be 

extracted from those possible strategies.  

 This research has limited empirical view of CBDC live implementation. First, 

macroeconomic consequences and monetary policy implication of CBDC only extracted 

from the general equilibrium models simulation. Second, the countries that already in live 

CBDC implementation are only Bahamas and Eastern Caribbean, the rest is still on 

research, pilot, and proof-of-concept. Therefore, this topic still has a good exploratory as 

the CBDC development goes by. There will be advanced research using more empirical 

data and new lesson learned from advanced CBDC development. New proposed design 

is also possible when there is new insight  

5.2 Policy Implication and Recommendation 

Based on the proposed CBDC optimal design, there are some policy implications 

that can be obtained and some recommendations that could be applied, so it could 

support monetary policy. First, CBDC implementation would likely to increase budget 

spending due to its high cost of infrastructure, and also it would disrupt innovation. 

Therefore, proposing Public-Private Partnership allow us to maintain innovation, and also 

increase efficiency. The partnership could be with state-owned enterprises or private 

entities. Second, implementing CBDC implies that people could access their money in 

24/7, which means it make the people to withdraw their money anytime and anywhere 

in the time of crisis. Implementing capacity on the CBDC wallet could prevent people to 

implementing alternative offline payment such offline token-based CBDC implies that 

people need to raise their awareness of their own key because if the owner lose the key, 
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it means the owner lose all of its funds. Implementing low capacity on offline token-

based CBDC could reduce the severeness level of loss in case they are miss their own key.  

Fourth, implementing traceable CBDC implies that the central bank needs to govern how 

much information that could be extracted and which authority that eligible to operate 

CBDC. The legal aspect of CBDC issuance must be adjusted, also the chosen authority 

must be independent to gain public trust. Fifth, CBDC is the result of technology 

innovation, which means it carries single point of failure risk and implies to CBDC 

operational. Prevention from central bank is needed by providing any means of backup 

plan so there will be no downtime in CBDC implementation. Sixth, implementing DLT 

mechanism, moreover if it permissionless like Bitcoin. Therefore, CBDC could use 

permissioned DLT so the validator of the transaction will be known and authorized, thus 

more controllable. Lastly, implementing cross-border payment implies that our CBDC 

must able to achieve interoperability to the other countries currency. Thus, the central 

bank should able to align their clearing mechanism and has shared technical interface, 

however, the central bank needs to ensure that the integration between two system will 

not weakened our sovereignty 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



102 

 

References 

Abrahams, J., Cho, J., Marsh, C., & Parekh, K. (2016). Financial Services Technology 

2020 and Beyond: Embracing disruption. 

Adrian, T. (2019). Stablecoins, Central Bank Digital Currencies, and Cross-Border 

Payments: A New Look at the International Monetary System. IMF. 

https://www.imf.org/en/News/Articles/2019/05/13/sp051419-stablecoins-central-

bank-digital-currencies-and-cross-border-payments 

Adrian, T. (2020). Evolving to Work Better Together: Public-Private Partnerships for 

Digital Payments. IMF. 

https://www.imf.org/en/News/Articles/2020/07/22/sp072220-public-private-

partnerships-for-digital-payments 

Adrian, T., & Griffoli, T. (2019). Central Bank Digital Currencies: 4 Questions and 

Answers. https://blogs.imf.org/2019/12/12/central-bank-digital-currencies-4-

questions-and-answers/ 

Agarwal, R., Grassl, W., & Pahl, J. (2012). Meta-SWOT: introducing a new strategic 

planning tool. Journal of Business Strategy, 33(2), 12 21. 

https://doi.org/10.1108/02756661211206708 

Agrawal, T. K., Kumar, V., Pal, R., Wang, L., & Chen, Y. (2021). Blockchain-based 

framework for supply chain traceability: A case example of textile and clothing 

industry. Computers & Industrial Engineering, 154, 107130. 

https://doi.org/10.1016/j.cie.2021.107130 

Agur, I. (2018). Central Bank Digital Currencies : an Overview of Pros and Cons. SUERF 

Conference Proceedings 2018/2. 

Agur, I., Ari, A., & Ariccia, D. (2019). How Could Central Bank Digital Currencies Be 

Designed ? 129, 1 10. 

IMF Working Papers, 2019(252). https://doi.org/10.5089/9781513519883.001 

ntral bank digital currencies. 

Journal of Monetary Economics, 3. https://doi.org/10.1016/j.jmoneco.2021.05.002 

Agur, I., Bernaga, M., Bordo, M., Engert, W., Lis, S., Fung, B., Gnan, E., Levin, A., 



103 

 

Niepelt, D., Judson, R., Masciandaro, D., Panetta, F., Pichler, P., Jorge, P., & 

Summer, M. (2018). Do We Need Central Bank Digital Currency ? SUERF 

Conference Proceedings 2018/2, 149. 

https://www.suerf.org/docx/s_cf0d02ec99e61a64137b8a2c3b03e030_7025_suerf.

pdf 

Ainsworth, R. T., & Magauran, B. (2018). Taxing & Zapping Marijuana: Blockchain 

Compliance in the Trump Administration Part 3. 

Aldasoro, I., Frost, J., Gambacorta, L., & Whyte, D. (2021). Covid-19 and cyber risk in 

the financial sector (No. 37; BIS Bulletin). https://www.bis.org/publ/bisbull37.pdf 

Ali, R. (2018). Cellular structure for a digital fiat currency. P2P Financial Systems 2018. 

https://dci.mit.edu/research/2018/7/26/cellular-structure-for-a-digital-fiat-currency 

Allen, S., ̌apkun, S., Zhang, F., Eyal, I., Fanti, G., Ford, B., Grimmelmann, J., Juels, A., 

Kostiainen, K., Meiklejohn, S., Miller, A., Prasad, E., & Wüst, K. (2020). Design 

Choices for Central Bank Digital Currency: Policy and Technical Considerations. 

Nber Working Paper Series, 1 5. https://voxeu.org/article/design-choices-central-

bank-digital-currency 

An, Y., Choi, P., & Huang, S. (2021). Blockchain, Cryptocurrency, and Artificial 

Intelligence in Finance. Springer Singapore. https://doi.org/10.1007/978-981-33-

6137-9_1 

Andolfatto, D. (2018). Assessing the Impact of Central Bank Digital Currency on Private 

Banks. Federal Reserve Bank of St. Louis, Working Papers, 2018(025). 

https://doi.org/10.20955/wp.2018.025 

Arauz, A., Garratt, R., & Ramos F., D. F. (2021). Dinero Electrónico: The rise and fall of 

Latin American Journal of Central Banking, 

2(2), 100030. https://doi.org/10.1016/j.latcb.2021.100030 

Armantier, O., Doerr, S., Frost, J., Fuster, A., & Shue, K. (2021). Whom do consumers 

trust with their data? US survey evidence (No. 42; BIS Bulletin). 

https://www.bis.org/publ/bisbull42.pdf 

Armelius, H., Boel, P., Claussen, C. A., & Nessén, M. (2018). The e-krona and the 

macroeconomy Impact on the lower bound of the policy rate. 2017, 43 65. 



104 

 

Armelius, H., Claussen, C., & Hull, I. (2021). On the possibility of a cash-like CBDC. 

https://www.riksbank.se/globalassets/media/rapporter/staff-

memo/engelska/2021/on-the-possibility-of-a-cash-like-cbdc.pdf 

Armelius, H., Guiborg, G., Johansson, S., & Schamalholz, J. (2020). E-krona design 

models: pros, cons and trade-offs (SVERIGES RIKSBANK ECONOMIC REVIEW 

2020:1). 

https://www.riksbank.se/globalassets/media/rapporter/pov/artiklar/engelska/2020/2

00618/2020_2-e-krona-design-models-pros-cons-and-trade-offs.pdf 

Armelius, H., Guibourg, G., Levin, A. T., & Söderberg, G. (2020). The rationale for 

issuing e-krona in the digital era. Sveriges Riksbank Economic Review, 2(2017), 6

18. 

Asosiasi Penyelenggara Jasa Internet Indonesia. (2020). LAPORAN SURVEI INTERNET 

APJII 2019  2020 (Q2) (Vol. 2020). https://apjii.or.id/survei 

Athanassiou, P. (2017). Impact of Digital Innovation on the Processing of Electronic 

Payments and Contracting: An Overview of Legal Risks. SSRN Electronic Journal. 

https://doi.org/10.2139/ssrn.3067222 

Atlantic Council. (2021). CBDC Tracker. https://www.atlanticcouncil.org/cbdctracker/ 

Auer, R., Boar, C., Cornelli, G., Frost, J., Holden, H., & Wehrli, A. (2021). CBDCs beyond 

borders: results from a survey of central banks (No. 116; BIS Papers). 

https://www.bis.org/publ/bppdf/bispap116.pdf 

Auer, R., & Böhme, R. (2020a). CBDC architectures, the financial system, and the 

central bank of the future. VOXEU - The Center for Economic Policy Research. 

https://voxeu.org/article/cbdc-architectures-financial-system-and-central-bank-

future 

Auer, R., & Böhme, R. (2020b). The technology of retail central bank digital currency. 

March, 85 100. 

Auer, R., & Böhme, R. (2021). Central bank digital currency: the quest for minimally 

invasive technology (No. 948; BIS Working Papers). 

Auer, R., Cornelli, G., & Frost, J. (2020a). Covid-19, cash, and the future of payments 

(No. 3; BIS Bulletin). https://www.bis.org/publ/bisbull03.pdf 



105 

 

Auer, R., Cornelli, G., & Frost, J. (2020b). Rise of the central bank digital currencies: 

drivers, approaches and technologies. 880. 

Auer, R., Haene, P., & Holden, H. (2021). Multi-CBDC arrangements and the future of 

crossborder payments. 115. 

Auer, R., Monnet, C., & Shin, H. (2021). Distributed ledgers and the governance of 

money (No. 924; BIS Working Papers). https://www.bis.org/publ/work924.pdf 

Australian Computer Society. (2016). Cybersecurity: Threats Challenges Opportunities. 

file:///C:/Users/62856/Downloads/ACS_Cybersecurity_Guide.pdf 

Bank, E. C. (2019). Exploring anonymity in central bank digital currencies. In Focus, 

December(4), 1 11. 

https://www.ecb.europa.eu/paym/intro/publications/pdf/ecb.mipinfocus191217.en.

pdf 

Bank for International Settlements, SIX Group AG, & Swiss National Bank. (2020). 

Project Helvetia: Settling tokenised assets in central bank money. 

Bank of Canada, Bank of England, & Monetary Authority of Singapore. (2018). Cross-

border Interbank Payments and Settlements: Emerging Opportunities for Digital 

Transformation (Issue November). 

Bank of Canada, & Monetary Authority of Singapore. (2019). Jasper-Ubin Design Paper: 

Enabling Cross-Border High Value Transfer using DLT. 44. 

https://www.mas.gov.sg/-/media/Jasper-Ubin-Design-

Paper.pdf?la=en&hash=EF5857437C4857373A9287CD86F56D0E7C46E7FF 

Bank of England. (2020). Central Bank Digital Currency Opportunities, challenges and 

design (Discussion Paper). https://www.bankofengland.co.uk/-

/media/boe/files/paper/2020/central-bank-digital-currency-opportunities-challenges-

and-

design.pdf?la=en&hash=A71920A2FFB6511E43F787019C549262049CC7A8#pag

e=21 

Bank of England. (2021). New forms of digital money. 

https://www.bankofengland.co.uk/paper/2021/new-forms-of-digital-money 

Bank of Japan. (2020). . 



106 

 

1 19. 

Bank of Russia. (2020). A Digital Ruble : Consultation Paper (Consultation Paper). 

https://www.cbr.ru/StaticHtml/File/113008/Consultation_Paper_201013_eng.pdf 

Banton, C. (2021). Network Effect. Investopedia. 

https://www.investopedia.com/terms/n/network-effect.asp 

Barr, M., Harris, A., Menand, L., & Thrasher, K. (2021). Should Central Banks Use 

Distributed Ledger Technology and Digital Currencies to Advance Financial 

Inclusion? Center on Finance, Law, and Policy. 

https://financelawpolicy.umich.edu/sites/cflp/files/2021-07/cbotf-paper-7-should-

central-banks-use-dlt-and-digital-currencies-to-advance-financial-inclusion.pdf 

Barrdear, J., & Kumhof, M. (2017). The Macroeconomics of Central Bank Issued Digital 

Currencies. SSRN Electronic Journal. https://doi.org/10.2139/ssrn.2811208 

Barret, C. (2021). Cash use plunges during pandemic. Financial Times. 

https://www.ft.com/content/c4c39abc-93b2-46f5-a731-9dd95840b841 

Beau, D. (2021). Wholesale Central Bank Money in Digital Times. OMFIF DMI 

Conference. https://www.banque-france.fr/en/intervention/wholesale-central-bank-

money-digital-times 

Bech, M., Faruqui, U., & Shirakami, T. (2020). Payments without borders (BIS Quarterly 

Review). https://www.bis.org/publ/qtrpdf/r_qt2003h.htm 

Bech, M., & Garratt, R. (2017). Central bank cryptocurrencies. BIS Quarterly Review, 

September, 55 70. 

Bendovschi, A. (2015). Cyber-Attacks  Trends, Patterns and Security Countermeasures. 

7th INTERNATIONAL CONFERENCE ON FINANCIAL CRIMINOLOGY 2015. 

https://doi.org/10.1016/S2212-5671(15)01077-1 

Beniak, P. (2019). Central bank digital currency and monetary policy: a literature review. 

MPRA Paper, 96663. 

Benigno, P., Schilling, L., & Uhlig, H. (2019). Cryptocurrencies, Currency Competition, 

and the Impossible Trinity (No. 26214; NBER Working Paper). 

https://doi.org/10.3386/w26214 



107 

 

Bergara, M., & Ponce, J. (2018). Central Bank Digital Currency: The Uruguay e-Peso 

Case. SUERF Conference Proceedings 2018/2. 

Bhagesphur, K. (2019). Data Is The New Oil -- . Forbes. 

https://www.forbes.com/sites/forbestechcouncil/2019/11/15/data-is-the-new-oil-

and-thats-a-good-thing/ 

Bharathan, V. (2020). Central Bank Digital Currency: The First Nationwide CBDC In The 

World Has Been Launched By The Bahamas. Forbes. 

https://www.forbes.com/sites/vipinbharathan/2020/10/21/central-bank-digital-

currency-the-first-nationwide-cbdc-in-the-world-has-been-launched-by-the-

bahamas/?sh=5d07bb87506e 

Bian, W., Ji, Y., & Wang, P. (2021). The crowding-out effect of central bank digital 

currencies: A simple and generalizable payment portfolio model. Finance Research 

Letters, March, 102010. https://doi.org/10.1016/j.frl.2021.102010 

Bindseil, U. (2020). Tiered CBDC and the financial system (Working Paper Series). 

Bindseil, U., & Panetta, F. (2020). Central bank digital currency remuneration in a world 

with low or negative nominal interest rates. VOXEU - The Center for Economic 

Policy Research. https://voxeu.org/article/cbdc-remuneration-world-low-or-

negative-nominal-interest-rates 

Birch, D. (2021). No Government Will Allow Anonymous Digital Currency. 

https://www.forbes.com/sites/davidbirch/2021/04/06/no-government-will-allow-

anonymous-digital-currency/?sh=2fd536610d56 

BIS. (1997). REAL-TIME GROSS SETTLEMENT SYSTEMS. 

https://www.bis.org/cpmi/publ/d22.pdf 

BIS. (2019). Wholesale digital tokens (Issue December). 

BIS. (2020). Central bank digital currencies : foundational principles and core features. 

1. 

BIS. (2021a). BIS Annual Economic Report 2021. 

https://www.bis.org/publ/arpdf/ar2021e.pdf 

BIS. (2021b). CBDCs: an opportunity for the monetary system (BIS Annual Economic 



108 

 

Report). 

BIS. (2021c). Central bank digital currencies: system design and interoperability (No. 2). 

https://www.bis.org/publ/othp42_system_design.pdf 

BIS. (2021d). Central bank digital currencies: user needs and adoption. 

https://www.bis.org/publ/othp42_user_needs.pdf 

BIS, CPMI, Innovation Hub, IMF, & World Bank. (2021). Central bank digital currencies 

for cross-border payments Report to the G20 (Issue July). 

https://www.bis.org/publ/othp38.pdf 

BIS Innovation Hub. (2021). Work Programme FY 2021/22. 

https://www.bis.org/img/topics/ih_prog2122.pdf 

BIS, SIX Group AG, & Bank, S. N. (2020). Project Helvetia: Settling tokenised assets in 

central bank money. 

Bitter, L. (2020). Banking Crises under a Central Bank Digital Currency (CBDC). Beiträge 

Zur Jahrestagung Des Vereins Für Socialpolitik 2020: Gender Economics, ZBW. 

https://www.econstor.eu/bitstream/10419/224600/1/vfs-2020-pid-40056.pdf 

Boar, C., & Wehrli, A. (2021). Ready, steady, go?  Results of the third BIS survey on 

central bank digital currency. BIS Papers, 114, 77 82. 

Bordo, M., & Levin, A. (2017). Central bank digital currency and the future of monetary 

policy (No. 23711; NBER Working Paper). https://doi.org/] 

Borenstein, M., Hedges, L., Higgins, J., & Rothstein, H. (2009). Introduction to 

Procedures and Methods of Meta Analysis. Wiley. 

https://chb.bmn.ir/Asset/files/Introduction-to-Meta-Analysis.pdf 

Borgonovo, E., Caselli, S., Cillo, A., & Masciandaro, D. (2018). Beyond Bitcoin and Cash: 

Do We Would Like a Central Bank Digital Currency? A Financial and Political 

Economics Approach. SSRN Electronic Journal, December. 

https://doi.org/10.2139/ssrn.3090866 

Borgonovo, E., Caselli, S., Cillo, A., Masciandaro, D., & Rabitti, G. (2021). Central bank 

digital currencies, cryptocurrencies, and privacy: What experiments tell us. 

https://voxeu.org/article/central-bank-digital-currencies-cryptocurrencies-and-



109 

 

privacy 

Bossu, W., Itatani, M., Margulis, C., Rossi, A., Weenink, H., & Yoshinaga, A. (2020). 

Legal Aspects of Central Bank Digital Currency: Central Bank and Monetary Law 

Considerations. IMF Working Papers, 20(254). 

https://doi.org/10.5089/9781513561622.001 

Brugge, J., Denecker, O., Jawaid, H., Kovacs, A., & Shami, I. (2018). Attacking the cost 

of cash. McKinsey&Company. https://www.mckinsey.com/industries/financial-

services/our-insights/attacking-the-cost-of-cash 

Burgos, A., & Batavia, B. (2018). Currency in Digital Era (Working Paper). 

Calle, G., & Eidan, D. (2020). Central Bank Digital Currency : an innovation in payments 

(White Paper, Issue April). https://www.r3.com/wp-

content/uploads/2020/04/r3_CBDC_report.pdf 

Campbell, R. (2012). Weather-Related Power Outages and Electric System Resiliency. 

Congressional Research Service. https://sgp.fas.org/crs/misc/R42696.pdf 

Carapella, F., & Flemming, J. (2020). Central Bank Digital Currency: A Literature Review 

(FEDS Notes). https://www.federalreserve.gov/econres/notes/feds-notes/central-

bank-digital-currency-a-literature-review-20201109.htm 

Casey, M., & Vigna, P. (2018). In blockchain we trust. MIT Technology Review. 

https://www.technologyreview.com/2018/04/09/3066/in-blockchain-we-trust/ 

Caskey, J. (2002). Bringing Unbanked Households Into The Banking System. Capital 

Xchange Journal Article, January. 

CEMLA. (2019). Key Aspects around Central Bank Digital Currencies. May. 

https://www.cemla.org/fintech/docs/2019-06-

KeyAspectsAroundBankDigitalCurrencies.pdf 

Central Bank of Indonesia. (2019). Blueprint Sistem Pembayaran Indonesia 2025 Bank 

Indonesia: Menavigasi Sistem Pembayaran Nasional di Era Digital. 

Central Bank of Indonesia. (2021). BINS Lecture Series: A Sneak Peek of the CBDC 

Initiatives in China and European Countries. BI Institute. 

Central Bank of the Bahamas. (n.d.). Key Players. Sand Dollar. Retrieved October 20, 



110 

 

2021, from https://www.sanddollar.bs/keyplayers 

Central Bank of the Bahamas. (2019). PROJECT SAND DOLLAR: A Bahamas Payments 

System Modernisation Initiative. 1 33. 

Central Banking Newsdesk. (2021a). No UK central bank digital currency before 2025, 

BoE says. Central Banking. 

https://www.centralbanking.com/fintech/cbdc/7896726/no-uk-central-bank-digital-

currency-before-2025-boe-says 

Central Banking Newsdesk. (2021b). 

project. Fintech. https://www.centralbanking.com/fintech/cbdc/7840506/thailands-

central-bank-picks-gd-for-retail-cbdc-project 

Chandler, S. (2019). What Is the Difference Between Blockchain and DLT? 

https://cointelegraph.com/news/what-is-the-difference-between-blockchain-and-dlt 

Chau, L., & Dickinson, D. (2015). The Systemic Risk of Cross-Border Banking: Evidence 

from the Sudden Stop and Interbank Stress Contagion in East Asia. Emerging 

Markets Finance and Trade, 1 18. 

https://doi.org/10.1080/1540496X.2015.1021643 

Chauhan, A., Malviya, O., Verma, M., & Mor, T. (2018). Blockchain and Scalability. 

2018 IEEE International Conference on Software Quality, Reliability and Security 

Companion (QRS-C). https://doi.org/10.1109/QRS-C.2018.00034 

Chauhan, Y., & Marisetty, V. B. (2019). Do public-private partnerships benefit private 

sector ? Evidence from an emerging market. Research in International Business and 

Finance, 47(October 2018), 563 579. https://doi.org/10.1016/j.ribaf.2018.10.002 

Cheng, J., Lawson, A., & Wong, P. (2021). Preconditions for a general-purpose central 

bank digital currency (FEDS Notes). 

https://www.federalreserve.gov/econres/notes/feds-notes/preconditions-for-a-

general-purpose-central-bank-digital-currency-20210224.htm 

Chermack, T., & Kasshanna, B. (2017). The Use and Misuse of SWOT Analysis and 

Implications for HRD Professionals. Human Resource Development International, 

10(4), 383 399. https://doi.org/https://doi.org/10.1080/13678860701718760 

Chiu, J., Davoodalhosseini, M., Jiang, J., & Zhu, Y. (2019). Bank Market Power and 



111 

 

Central Bank Digital Currency : Theory and Quantitative Assessment (Staff Working 

Paper/Document de Travail Du Personnel 2019-20). 

Chiu, J., Jiang, J., Davoodalhosseini, M., & Zhu, Y. (2019). Central Bank Digital Currency 

and Banking (No. 862; 2019 Meeting Papers). 

https://ideas.repec.org/p/red/sed019/862.html 

Choi, G., Park, M., & Park, N. (2017). The Use of Virtual Currencies in Small-Value 

Cross-Border Remittances and Its Implication. SSRN Electronic Journal, 2(2), 89

119. https://doi.org/DOI:10.2139/ssrn.3024427 

Choulete, C., & Shulyatyeva, Y. (2016). History and major causes of US banking 

disintermediation (Conjoncture). https://economic-

research.bnpparibas.com/Views/DisplayPublication.aspx?type=document&IdPdf=27

private bonds%2C 

Chow, W., & Eckert, V. (2021). China and the race for the future of money. PwC Digital 

Disruption. https://www.pwc.com/gx/en/issues/reinventing-the-future/take-on-

tomorrow/china-future-money.html 

Christiano, L., Eichenbaum, M., & Trabandt, M. (2018). On DSGE Models. Journal of 

Economic Perspectives, 32(3), 113 140. https://doi.org/10.1257/jep.32.3.113. 

Collet, L., Laurent, P., Eber, P., Martino, P., Messini, F., Havard, A., Sauvage, B., & 

Pescatore, G. (2020). Are Central Bank Digital Currencies ( CBDCs ) the money of 

tomorrow ? 

https://www2.deloitte.com/content/dam/Deloitte/lu/Documents/financial-

services/Banking/lu-are-central-bank-digital-currencies.pdf 

Copik, E., & Franke, M. (2020). Influencing the Velocity of Central Bank Digital 

Currencies. 1 28. 

Coyle, K., Kim, L., & Brien, S. O. (2021). 2021 Findings from the Diary of Consumer 

Payment Choice (Cash Product Officer Federeal Reserve System). 

CPMI. (2015). Digital currencies. https://doi.org/10.4324/9780429292903-5 

CPMI. (2017). Distributed ledger technology in payment, clearing and settlement: An 

analytical framework (Issue February). https://www.bis.org/cpmi/publ/d157.pdf 



112 

 

CPMI. (2018a). Central bank digital currencies. Markets Committee, March. 

https://www.bis.org/cpmi/publ/d174.pdf 

CPMI. (2018b). Cross-border retail payments (Issue February). www.bis.org 

CPMI. (2019). Wholesale digital tokens (Issue December). 

CPSS. (2012). Principles for financial market infrastructures. 

https://www.bis.org/cpmi/publ/d101a.pdf 

Daian, P., Goldfeder, S., Kell, T., Li, Y., Zhao, X., Bentov, I., Breidenbach, L., & Juels, A. 

(2019). Flash Boys 2.0: Frontrunning, Transaction Reordering, and Consensus 

Instability in Decentralized Exchanges. http://arxiv.org/abs/1904.05234 

Darbha, S., & Arora, R. (2020). Privacy in CBDC technology (Staff Analytical Note 2020-

9 (English)). https://www.bankofcanada.ca/2020/06/staff-analytical-note-2020-9/ 

Davoodalhosseini, M. (2018). Central Bank Digital Currency and Monetary Policy (No. 

36; Staff Working Paper). https://www.bankofcanada.ca/2018/07/staff-working-

paper-2018-36/ 

Davoodalhosseini, M., Rivadeneyra, F., & Zhu, Y. (2020). CBDC and Monetary Policy. 

https://www.bankofcanada.ca/2020/02/staff-analytical-note-2020-4/ 

Didenko, A. N., & Buckley, R. P. (2021). Central Bank Digital Currencies : A Potential 

Response to the Financial Inclusion Challenges of the Pacific. 

Diedrich, H. (2016). Ethereum: Blockchains, Digital Assets, Smart Contracts, 

Decentralized Autonomous Organizations. Wildfire Publishing. 

Diez de los Rios, A., & Y, Z. (2020). CBDC and Monetary Sovereignty. In Bank of 

Canada Staff Analytical Note. https://www.bankofcanada.ca/2020/02/staff-

analytical-note-2020-5/ 

Doweck, Y., & Eyal, I. (2020). Multi-Party Timed Commitments. 1 32. 

http://arxiv.org/abs/2005.04883 

ć, T. (2018). Blockchain at the European Level. Univerzita Karlova, Právnická 

Fakulta. https://dspace.cuni.cz/handle/20.500.11956/102359 

Dyson, B., & Hodgson, G. (2016). Why Central Banks Should Start Issuing Electronic 

Money. Positive Money, 1 36. 



113 

 

Easley, D., & Kleinberg, J. (2010). Networks, Crowds, and Markets: Reasoning about a 

Highly Connected World. Cambridge University Press. 

https://www.cs.cornell.edu/home/kleinber/networks-book/networks-book-ch17.pdf 

Eastern Caribbean Central Bank. (n.d.-a). About the Project. Retrieved November 11, 

2021, from https://www.eccb-centralbank.org/p/about-the-project 

Eastern Caribbean Central Bank. (n.d.-b). ECCB Digital EC Currency Pilot - Account. 

Retrieved July 25, 2021, from https://www.eccb-centralbank.org/p/accounts 

Eastern Caribbean Central Bank. (n.d.-c). What You Should Know. Retrieved June 23, 

2021, from https://www.eccb-centralbank.org/p/what-you-should-know-1 

Engert, W., & Fung, B. (2017). Central Bank Digital Currency: Motivations and 

Implications (Staff Discussion Paper). 

https://www.researchgate.net/publication/322274275_Central_Bank_Digital_Curre

ncy_Motivations_and_Implications 

Erlando, A., Riyanto, F. D., & Masakazu, S. (2020). Financial inclusion, economic 

growth, and poverty alleviation: evidence from eastern Indonesia. Heliyon, 6(10), 

e05235. https://doi.org/10.1016/j.heliyon.2020.e05235 

European Central Bank. (2019). SEPA Migration: Impact Assessment. 

European Central Bank. (2020). Report on a digital euro. 

https://www.ecb.europa.eu/pub/pdf/other/Report_on_a_digital_euro~4d7268b458

.en.pdf 

EY. (2015). THE FIVE KEY ADVANTAGES OF PUBLIC PRIVATE PARTNERSHIPS. 

http://strategic-partnering.net/the-five-key-advantages-of-public-private-

partnerships/ 

 (Adding 

Financial Data to Digital Authoritarianism). Center for a New American Security. 

http://www.jstor.org/stable/resrep28651.5 

Farahani, B., Firouzi, F., & Luecking, M. (2021). The convergence of IoT and distributed 

ledger technologies (DLT): Opportunities, challenges, and solutions. Journal of 

Network and Computer Applications, 177, 102936. 

https://doi.org/10.1016/j.jnca.2020.102936 



114 

 

FATF. (2021). Cross-Border Payments: Survey Results on Implementation of the FATF 

Standards. https://www.fatf-

gafi.org/media/fatf/documents/recommendations/pdfs/Cross-Border-Payments-

Survey-Results.pdf 

Fernández-Villaverde, J., Sanches, D. R., Schilling, L., & Uhlig, H. (2020). Central Bank 

Digital Currency: Central Banking For All? SSRN Electronic Journal. 

https://doi.org/10.2139/ssrn.3525018 

Ferrari, M., Mehl, A., & Stracca, L. (2020). Central bank digital currency in an open 

economy (No. 2488; Working Paper Series). 

https://www.ecb.europa.eu/pub/pdf/scpwps/ecb.wp2488~fede33ca65.en.pdf 

Financial Stability Board. (2020). Enhancing Cross-border Payments. 

Forner, G. (2020). Network Effects on Central Bank Digital Currencies and Blockchain 

Venezia. http://dspace.unive.it/handle/10579/17133 

Gasbeke, F. Van. (2021). Why Central Bank Digital Currencies (CBDC) Now And What 

They Could Mean For Climate Change? (1/2). 

https://www.forbes.com/sites/frankvangansbeke/2021/06/27/why-central-bank-

digital-currencies-cbdc-now-and-what-could-they-mean-for-climate-change-

12/?sh=1e7cbcc924a8 

George, Alexander. (2018). How Satellite Internet Could Provide Disaster-Proof 

Coverage. Popular Mechanics. 

https://www.popularmechanics.com/technology/infrastructure/a15895600/disaster-

proof-internet/ 

George, Ammu, Xie, T., & Alba, J. (2021). Central Bank Digital Currency with 

Adjustable Interest Rate in Small Open Economies. Policy Research Paper, 42. 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3605918 

Geroni, D. (2021). What Are Retail And Wholesale Central Bank Digital Currencies 

(CBDCs)? https://101blockchains.com/central-bank-digital-currencies-cbdc/ 

Getler, M., & Karadi, P. (2011). A model of unconventional monetary policy. Journal of 

Monetary Economics, 58(1), 17 34. 



115 

 

https://doi.org/https://doi.org/10.1016/j.jmoneco.2010.10.004 

Ghosh, E., & Das, B. (2020).  

(pp. 63 75). https://doi.org/10.1007/978-981-15-0361-0_5 

Gilis, A. (2021). What is internet of things (IoT)? 

https://internetofthingsagenda.techtarget.com/definition/Internet-of-Things-IoT 

Gnan, E., & Masciandaro, D. (2018). Do We Need Central Bank Digital Currencies? 

Economics, Technology, and Institutions. SUERF Conference Proceedings 2018/2. 

Goldman Sachs Global Investment Research. (2020). . 

https://www.goldmansachs.com/insights/pages/gs-research/whats-in-store-for-the-

dollar/report.pdf 

Goodell, G., & Aste, T. (2019). Can Cryptocurrencies Preserve Privacy and Comply With 

Regulations? Frontiers in Blockchain, 2(4). 

https://doi.org/https://doi.org/10.3389/fbloc.2019.00004 

Gross, J. (2021). CBDC: Technology & Implementation Comparison in some Projects 

and the Rationale. Central Bank 4.0 Webinar Series Bank Indonesia. 

Gross, J., Sandner, P., & Klein, M. (2020). The Digital Euro and the Role of DLT for 

Central Bank Digital Currencies. 

https://www.researchgate.net/publication/341354711_The_Digital_Euro_and_the_

Role_of_DLT_for_Central_Bank_Digital_Currencies 

Gross, J., & Schiller, J. (2020). A Model for Central Bank Digital Currencies: Do CBDCs 

Disrupt the Financial Sector? SSRN Electronic Journal. 

https://doi.org/10.2139/ssrn.3721965 

Gross, J., & Schiller, J. (2021). A model for central bank digital currencies: implications 

for bank funding and monetary policy. SSRN Paper. 

https://doi.org/https://dx.doi.org/10.2139/ssrn.3721965 

Gruend, D., Romalis, J., & Chandra, N. (1997). The lags of monetary policy. BIS 

Conference Papers. https://www.bis.org/publ/confp04l.htm 

Gurel, E., & Tat, M. (2017). SWOT ANALYSIS: A THEORETICAL REVIEW. Journal of 

International Social Research, 10(51), 994 1006. 



116 

 

https://doi.org/10.17719/jisr.2017.1832 

Hasib, A. (2019). Blockchain Vs Distributed Ledger Technology. 

https://101blockchains.com/blockchain-vs-distributed-ledger-technology/ 

He, D., Leckow, R., Haksar, V., Griffoli, T., Jenkinson, N., Kashima, M., Khiaonarong, T., 

Rochon, C., & Tourpe, H. (2014). Fintech and Financial Services : Initial 

Considerations (Staff Discussion Notes No. 17/05). 

Hertig, A. (2020). What Is Proof-of-Work? https://www.coindesk.com/what-is-proof-of-

work 

Houben, R., & Snyers, A. (2018). Cryptocurrencies and blockchain: Legal context and 

implications for financial crime, money laundering and tax evasion (Study). 

https://www.europarl.europa.eu/cmsdata/150761/TAX3 Study on cryptocurrencies 

and blockchain.pdf 

Hu, J., Luo, Q., & Zhang, J. (2020). The Fluctuations of Bitcoin Price during the Hacks. 

International Journal of Applied Research in Management and Economics, 3(1), 

10 20. https://doi.org/DOI:10.33422/ijarme.v3i1.278 

Huillet, M. (2021). Nigeria to pilot central bank digital currency in October. 

https://cointelegraph.com/news/nigeria-to-pilot-central-bank-digital-currency-in-

october 

Igboanusi, I. S., Dirgantoro, K. P., Lee, J.-M., & Kim, D.-S. (2021). Blockchain side 

implementation of Pure Wallet (PW): An offline transaction architecture. ICT 

Express, 7(3), 327 334. https://doi.org/10.1016/j.icte.2021.08.004 

IMF. (2021a). Sweden: Selected Issues (Volume 2021: Issue 062). 

IMF. (2021b). The IMF and the Fight Against Money Laundering and the Financing of 

Terrorism. In IMF Factsheet. http://www.imf.org/external/np/exr/facts/aml.htm 

ING Group. (2020). Central bank digital currency in a European context. 

Inghirami, I. E. (2019). Accounting Information Systems : the Scope of Blockchain 

Accounting. ITAIS AND MCIS 2019: A JOINT EVENT: THE 13TH MEDITERRANEAN 

CONFERENCE ON INFORMATION SYSTEMS AND THE 16TH CONFERENCE OF THE 

ITALIAN CHAPTER OF AIS, 1 13. 



117 

 

International Monetary Fund. Western Hemisphere Dept. (2020). Eastern Caribbean 

Currency Union: Selected Issues. IMF Staff Country Reports, 2020(071), 1. 

https://doi.org/10.5089/9781513536262.002 

INTERPOL. (2021). ASEAN CYBERTHREAT ASSESSMENT 2021. 

https://www.interpol.int/content/download/16106/file/ASEAN Cyberthreat 

Assessment 2021 - final.pdf 

Japan Ministry of Finance. (2020). Communiqué, G20 Finance Ministers and Central 

Bank Governors Meeting, Riyadh. (Feb. 22-23, 2020). 

https://www.mof.go.jp/english/policy/international_policy/convention/g20/commun

ique200223.htm 

Jia, P. (2020). Negative Interest Rates on Central Bank Digital Currency. Munich 

Personal RePEc Archive. 

Jiang, Janet, & Zhu, Y. (2021). Monetary Policy Pass-Through with Central Bank Digital 

Currency. 

-CNY. 

SSRN Electronic Journal, 1 26. 

Kagan, J. (2020). Financial Technology - Fintech. 

https://www.investopedia.com/terms/f/fintech.asp 

Kahn, C., Rivadeneyra, F., & Wong, T.-N. (2018). Should the Central Bank Issue E-

money? (No. 58). https://www.bankofcanada.ca/wp-

content/uploads/2018/12/swp2018-58.pdf 

Kalfon, P. A., Arslanian, H., Sok, K., Sureau, B., Jones, H., & Dou, Y. (2021). PwC CBDC 

global index 1st Edition (1st Edition). 

https://www.pwc.com/gx/en/industries/financial-services/assets/pwc-cbdc-global-

index-1st-edition-april-2021.pdf 

Kaminska, I. (2021). Why CBDCs will likely be ID-based. Financial Times. 

https://www.ft.com/content/88f47c48-97fe-4df3-854e-0d404a3a5f9a 

Keister, T., & Monnet, C. (2018). Central Bank Digital Currency: Stability and 

Information. Annual Research Conference of the Swiss National Bank and the Bank 

of Canada/Riksbank Conference on the Economics of Central Bank Digital 



118 

 

Currencies. 

Keister, T., & Sanches, D. (2020). Should Central Banks Issue Digital Currency? In FRB of 

Philadelphia Working Paper. 

Kemp, S. (2021). . We Are 

Social. https://wearesocial.com/sg/blog/2021/04/60-percent-of-the-worlds-

population-is-now-online-2/ 

Kiff, J., Alwazir, J., Davidovic, S., Farias, A., Khan, A., Khiaonarong, T., Malaika, M., 

Monroe, H., Sugimoto, N., Tourpe, H., & Zhou, P. (2020a). A Survey of Research on 

Retail Central Bank Digital Currency. In IMF Working Papers (Vol. 20, Issue 104). 

https://doi.org/10.5089/9781513547787.001 

Kiff, J., Alwazir, J., Davidovic, S., Farias, A., Khan, A., Khiaonarong, T., Malaika, M., 

Monroe, H., Sugimoto, N., Tourpe, H., & Zhou, Z. (2020b). A Survey of Research 

on Retail Central Bank Digital Currency. SSRN Electronic Journal. 

https://doi.org/10.2139/ssrn.3639760 

Kim, Y. S., & Kwon, O. (2019). Central Bank Digital Currency and Financial Stability. 

SSRN Electronic Journal, 1 33. https://doi.org/10.2139/ssrn.3330914 

King, R. (2021). CBDC issuance should not be rushed, say central bank experts. Central 

Banking. https://www.centralbanking.com/fintech/cbdc/7897181/cbdcs-issuance-

should-not-be-rushed-say-central-bank-experts 

Koumbarakis, A., & Dobrauz-saldapenna, G. (2019). Central Bank Digital Currency 

Benefits and drawbacks. SSRN Electronic Journal ·, July. 

https://doi.org/10.2139/ssrn.3429037 

Kowalska-Pyzalska, A., Kott, J., & Kott, M. (2020). Why Polish market of alternative fuel 

vehicles (AFVs) is the smallest in Europe? SWOT analysis of opportunities and 

threats. Renewable and Sustainable Energy Reviews, 133(June), 110076. 

https://doi.org/10.1016/j.rser.2020.110076 

KPMG. (2015). Cyber Risks in Emerging Markets. 

https://assets.kpmg/content/dam/kpmg/pdf/2016/03/SG-Advisory-CS-Cyber-Risks-

in-Emerging-Markets.pdf 

Kudrycki, T. (2021). Central Bank Digital Currency as a Tool for e-Money 



119 

 

Interoperability. Global Digital Currency Forum 2021. 

Küfeoğlu, S. (2015). Economic Impacts of Electric Power Outages and Evaluation of 

Customer Interruption Costs. Aalto University. 

Kwon, O., Lee, S., & Park, J. (2020). Central Bank Digital Currency, Inflation Tax, and 

Central Bank Independence. SSRN Electronic Journal, 1 35. 

https://doi.org/10.2139/ssrn.3581294 

Lapukeni, A. (2015). The impact of financial inclusion on monetary policy effectiveness: 

the case of Malawi. International Journal of Monetary Economics and Finance, 8(4), 

360 384. 

http://erepository.uonbi.ac.ke/bitstream/handle/11295/153752/esther.pdf?sequenc

e=4#:~:text=Financial inclusion is vital as,%2C credit%2C and savings 

opportunities. 

Laroiya, C., Saxena, D., & Komalavalli, C. (2020). Applications of Blockchain 

Technology. In Handbook of Research on Blockchain Technology (pp. 213 243). 

Elsevier. https://doi.org/10.1016/B978-0-12-819816-2.00009-5 

Lawrence, A. (2021). Annual outage analysis 2021: The causes and impacts of data 

center outages. https://www.velir.com/-/media/files/pdfs/uptime-

annualoutageanalysis2021.pdf 

Lee, E. (2020). Central Bank Digital Currencies Tools for an Inclusive Future? (Brief). 

https://www.belfercenter.org/sites/default/files/2020-09/cbdc-brief.pdf 

Lemma, V. (2020). FinTech Regulation: Exploring New Challenges of the Capital 

Markets Union. Springer International Publishing. https://doi.org/10.1007/978-3-

030-42347-6 

Leong, K., & Sung, A. (2018). FinTech (Financial Technology): What is It and How to Use 

Technologies to Create Business Value in Fintech Way? International Journal of 

Innovation, Management and Technology, 9(2), 74 78. 

https://doi.org/10.18178/ijimt.2018.9.2.791 

Lerner, A. (2014). The Cost of Downtime. https://blogs.gartner.com/andrew-

lerner/2014/07/16/the-cost-of-downtime/ 

Lim, K., Liu, C., & Zhang, S. (2021). Optimal Central Banking Policies: Envisioning the 



120 

 

Post-Digital Yuan Economy with Loan Prime Rate-setting. NBS Discussion Papers in 

Economics. https://ideas.repec.org/p/nbs/wpaper/2021-02.html 

Lu, W. (2010). An improved SWOT approach for conducting strategic planning in the 

construction industry. Journal Of Construction Engineering And Management, 

136(12), 1317 1328. http://hdl.handle.net/10722/125357 

Luo, S., Zhou, G., & Zhou, J. (2021). The Impact of Electronic Money on Monetary 

Policy: Based on DSGE Model Simulations. Mathematics. 

https://www.mdpi.com/2227-7390/9/20/2614 

Ma, D. (2021). Chinese governor says CBDC must balance privacy and anti-crime 

measures. Central Banking. https://www.centralbanking.com/central-

banks/financial-stability/7900151/chinese-governor-says-cbdc-will-balance-privacy-

and-anti-crime-measures 

Mainelli, M., & Smith, M. (2015). Sharing Ledgers for Sharing Economies: An 

Exploration of Mutual Distributed Ledgers (Aka Blockchain Technology). Journal of 

Financial Perspectives, 3(3). 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3083963 

25th IET 

Irish Signals & Systems Conference 2014 and 2014 China-Ireland International 

Conference on Information and Communities Technologies (ISSC 2014/CIICT 

2014). https://doi.org/10.1049/cp.2014.0699 

Mancini-Griffoli, T., Soledad Martinez Peria, M., Agur, I., Ari, A., Kiff, J., Popescu, A., 

Rochon, C., Grinberg, F., Khan, A., Poh, K., Tobias Adrian, B., Muhleisen, M., 

Obstfeld, M., Adrian, T., Alwazir, J., Bayoumi, T., Berkmen, P., Brandao Marques, 

Bank Digital Currency With contributions from Fabio Comelli Authorized for 

distribution. IMF Staff Discussion Note, 08. 

https://www.imf.org/en/Publications/Staff-Discussion-

Notes/Issues/2018/11/13/Casting-Light-on-Central-Bank-Digital-Currencies-46233 

Marco Polo Network. (2018). Difference Blockchain and DLT. 

https://www.marcopolonetwork.com/articles/distributed-ledger-technology/ 

Margulies, B. (2021).  Central Banking. 



121 

 

https://www.centralbanking.com/fintech/cbdc/7844751/cbdc-the-case-for-wait-

and-see?utm_campaign=Top 10 Central Banking articles 

2021&utm_medium=email&_hsmi=139640777&_hsenc=p2ANqtz--

gaFLB35R5BLIdszSjl2PyQMO0tOu2qxjG1F3JkAvoQFczh4ww67qX-pp_T9zrMvr-

JIrYgu5O 

Market Data Forecast. (2021). Global Fintech Market Research Report. Fintech Market. 

https://www.marketdataforecast.com/market-reports/fintech-market 

Masciandaro, D. (2018). Central Bank Digital Cash and Cryptocurrencies: Insights from 

a New Baumol Friedman Demand for Money. Australian Economic Review, 51(4), 

540 550. https://doi.org/10.1111/1467-8462.12304 

McKinsey & Company. (2020). The future of payments in Asia (Global Banking Practice). 

https://www.mckinsey.com/~/media/mckinsey/industries/financial services/our 

insights/the next frontier in asia payments/the-future-of-payments-in-asia-vf.pdf 

Meaning, J., Dyson, B., Barker, J., & Clayton, E. (2021). Broadening Narrow Money: 

Monetary Policy with a Central Bank Digital Currency. International Journal of 

Central Banking, 17(2). https://www.ijcb.org/journal/ijcb21q2a1.pdf 

Mersch, Y. (2020). An ECB digital currency  a flight of fancy? 

https://www.ecb.europa.eu/press/key/date/2020/html/ecb.sp200511~01209cb324.

en.html 

Minwalla, C. (2020). Security of a CBDC (Staff Analytical Note 2020-11 (English)). 

Mookerjee, A. (2021). What If Central Banks Issued Digital Currency? Harvard Business 

Review. https://hbr.org/2021/10/what-if-central-banks-issued-digital-currency 

Morales-Resendiz, R., Ponce, J., Picardo, P., Velasco, A., Chen, B., Sanz, L., Guiborg, G., 

Segendorff, B., Vasquez, J. L., Arroyo, J., Aguirre, I., Haynes, N., Panton, N., 

Griffiths, M., Pieterz, C., & Hodge, A. (2021). Implementing a retail CBDC: Lessons 

learned and key insights. Latin American Journal of Central Banking, 2(1), 100022. 

https://doi.org/10.1016/j.latcb.2021.100022 

Morgan, J. (2018). What I Learned Trading Cryptocurrencies While Studying the Law. 

University of Miami International and Comparative Law Review, 25(1). 

https://repository.law.miami.edu/umiclr/vol25/iss1/6/ 



122 

 

Nakamoto, S. (2008). Bitcoin: A Peer-to-Peer Electronic Cash System. Bitcoin. 

https://bitcoin.org/bitcoin.pdf 

Narayanan, A., Bonneau, J., Felten, E., Miller, A., & Goldfeeder, S. (2016). Bitcoin and 

Cryptocurrency Technologies. Princeton University Press. 

National Cyber and Crypto Agency (BSSN). (2021). LAPORAN TAHUNAN 2020 

HONEYNET PROJECT BSSN - IHP. 

Nelson, B. (2021). The Benefits and Costs of a Central Bank Digital Currency for 

Monetary Policy. BPI. https://bpi.com/the-benefits-and-costs-of-a-central-bank-

digital-currency-for-monetary-policy/ 

Global smartphone penetration rate as share of population from 2016 

to 2020. Statista. https://www.statista.com/statistics/203734/global-smartphone-

penetration-per-capita-since-2005/#statisticContainer 

OECD. (2019). Data in the Digital Age. March. 

OECD. (2020). Digital Disruption in Banking and its Impact on Competition. 

http://www.oecd.org/daf/competition/digital-disruption-in-financial-markets.htm 

Otoritas Jasa Keuangan. (2019). Survei Nasional Literasi dan Inklusi Keuangan 2019. 

Survey Report, 1 26. www.ojk.go.id 

Ozdayi, M. S., Kantarcioglu, M., & Malin, B. (2020). Leveraging blockchain for 

immutable logging and querying across multiple sites. BMC Medical Genomics, 

13(S7), 82. https://doi.org/10.1186/s12920-020-0721-2 

Paes, L. A. B., Bezerra, B. S., Deus, R. M., Jugend, D., & Battistelle, R. A. G. (2019). 

Organic solid waste management in a circular economy perspective  A systematic 

review and SWOT analysis. Journal of Cleaner Production, 239, 118086. 

https://doi.org/10.1016/j.jclepro.2019.118086 

Pantuliano, S., & Tyson, J. (2021). Can Central Banks Digital Currencies deliver for 

people in poverty? ODI. https://odi.org/en/insights/can-central-banks-digital-

currencies-deliver-for-people-in-poverty/ 

Progress of Research & Development of E-CNY in 

China. 



123 

 

http://www.pbc.gov.cn/en/3688110/3688172/4157443/4293696/2021071614584

691871.pdf 

Pfister, C. (2020). Retail CBDC Remuneration: The Sign Matters (205). 

https://www.suerf.org/docx/f_844443a625aa254b897930884985195b_18347_su

erf.pdf 

Politou, E., Casino, F., Alepis, E., & Patsakis, C. (2019). Blockchain Mutability: 

Challenges and Proposed Solutions. IEEE Transactions on Emerging Topics in 

Computing, 1 13. https://doi.org/10.1109/TETC.2019.2949510 

Pou, C. (2020). Central Bank Digital Currency (CBDC) Research Report Project Inthanon-

LionRock (Issue January). https://www.hkma.gov.hk/media/eng/doc/key-

information/speeches/s20200122e1.pdf 

Primus, K. (2017). Excess reserves, monetary policy and financial volatility. Journal of 

Banking & Finance, 74(153 168). 

https://www.sciencedirect.com/science/article/pii/S0378426616301443 

PwC. (2019). The Rise of Central Bank Digital Currencies ( CBDCs ). November. 

https://www.pwc.com/gx/en/financial-services/pdf/the-rise-of-central-bank-digital-

currencies.pdf 

PwC. (2020). Central Bank Digital Currency : PwC Overview (PwC Overview). 

https://www.pwc.com/it/it/publications/assets/docs/central-bank-digital-

currency.pdf 

PwC. (2021). Central Bank Digital Currencies and the Future of Money. 

https://www.pwc.com/m1/en/media-centre/2021/documents/central-bank-digital-

currencies-and-the-future-of-money-part1.pdf 

R3 Corda. (2021). CBDC and Interoperability: Your Questions Answered. Q&A. 

https://www.r3.com/blog/cbdc-and-interoperability-your-questions-answered/ 

Raghuveera, N., & Bray, D. (2020). Central bank digital currency can contribute to 

financial inclusion but cannot solve its root causes. Geotech. 

https://www.atlanticcouncil.org/blogs/geotech-cues/central-bank-digital-currency-

can-contribute-to-financial-inclusion-but-cannot-solve-its-root-causes/ 

Rejeb, A., & Keogh, J. G. (2021). Centralized vs decentralized ledgers in the money 



124 

 

supply process : a SWOT analysis. January. https://doi.org/10.3934/QFE.2021003 

Reynolds, T. (2020). The Federal Reserve Bank of Boston announces collaboration with 

MIT to research digital currency. Federal Reserve Bank of Boston. 

https://www.bostonfed.org/news-and-events/press-releases/2020/the-federal-

reserve-bank-of-boston-announces-collaboration-with-mit-to-research-digital-

currency.aspx 

Riksbank. (2020). Cash is losing ground. https://www.riksbank.se/en-gb/payments--

cash/payments-in-sweden/payments-in-sweden-2020/1.-the-payment-market-is-

being-digitalised/cash-is-losing-ground/credit-cards-are-now-also-more-common-

than-cash/ 

Riksbank. (2021a). E-krona pilot Phase 1. 1 21. 

https://www.riksbank.se/globalassets/media/rapporter/e-krona/2021/e-krona-pilot-

phase-1.pdf 

Riksbank. (2021b). -krona project Report 2. 

https://www.riksbank.se/globalassets/media/rapporter/e-krona/2018/the-riksbanks-

e-krona-project-report-2.pdf 

Roller, L.-H., & Waverman, L. (1996). Telecommunications infrastructure and economic 

development: a simultaneous approach. WZB Discussion Paper, No. FS IV 96-16, 

Wissenschaftszentrum Berlin Für Sozialforschung (WZB),. 

Sadlawokski, D., & Sobieraj, A. (2017). The development of the FinTech industry in the 

Visegrad group countries. World Scientific News, 85, 10 18. 

http://psjd.icm.edu.pl/psjd/element/bwmeta1.element.psjd-297aea82-ed28-47df-

8e5c-59dfb975fd64 

Sandbu, M. (2021). The arrival of digital currencies is getting closer. 

https://www.ft.com/content/1b35d7fe-c621-408e-bf34-3aa3820dbb9c 

Schatz, D., Bashroush, R., & Wall, J. (2017). Towards a More Representative Definition 

of Cyber Security. The Journal of Digital Forensics, Security and Law, 12(2). 

https://commons.erau.edu/jdfsl/vol12/iss2/8/ 

Shah, D., Arora, R., Du, H., Darbha, S., Miedema, J., & Minwalla, C. (2020). Technology 

Approach for a CBDC (Staff Analytical Note 2020-6 (English)). 



125 

 

https://www.bankofcanada.ca/2020/02/staff-analytical-note-2020-6/ 

Shapoval, Y. (2020). Central bank digital currencies: experience of pilot projects and 

conclusions for the NBU. Economy and Forecasting, 2020(4), 97 115. 

https://doi.org/10.15407/econforecast2020.04.097 

Shekhar, S., Manoharan, B., & Rakshit, K. (2020). Going cashless: Change in 

institutional logic and consumption practices in the face of institutional disruption. 

Journal of Business Research, 114(April), 60 79. 

https://doi.org/10.1016/j.jbusres.2020.04.010 

Shin, H. S. (2020). Central banks and the new world of payments. Bank for 

International Settlements. 

Shirai, S. (2019a). Central bank digital currency: Concepts and trends. VOXEU - The 

Center for Economic Policy Research. https://voxeu.org/article/central-bank-digital-

currency-concepts-and-trends 

Shirai, S. (2019b). Money and Central Bank Digital Currency. SSRN Electronic Journal. 

https://doi.org/10.2139/ssrn.3362952 

Shuai, M., Chengzhi, W., Shiwen, Y., Hao, G., Jufang, Y., & Hui, H. (2018). Review on 

Economic Loss Assessment of Power Outages. Procedia Computer Science, 130, 

1158 1163. https://doi.org/10.1016/j.procs.2018.04.151 

Digital Currencies and Central Banking : A Sense of Déjà Vu 

Occasional Paper Series. 26. 

Skeie, D. (2020). Digital Currency Runs. 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3294313 

Skingsley, C. (2016). Should the Riksbank issue e-krona? 

https://www.bis.org/review/r161128a.pdf 

Spivey, J. (2021). . 

https://www.wingswept.com/technology-downtime-whats-reasonable-and-what-

isnt/ 

Sridhar, N., & Horan, P. (2021). Should Central Banks Offer the Public Token-Based 

Digital Currencies? 



126 

 

https://www.discoursemagazine.com/economics/2021/06/08/should-central-banks-

offer-the-public-token-based-digital-currencies/ 

Suliman, A., Husain, Z., Abououf, M., Alblooshi, M., & Salah, K. (2019). Monetization 

of IoT data using smart contracts. IET Network, 8(1), 32 37. 

https://doi.org/10.1049/iet-net.2018.5026 

Swiss National Bank. (2021). Swiss National Bank, Banque de France and Bank for 

International Settlements Innovation Hub collaborate for experiment in cross-

border wholesale CBDC. 1 2. 

Tan, L., & Xue, L. (2021). Research on the Development of Digital Currencies under the 

COVID-19 Epidemic. Procedia Computer Science, 187, 89 96. 

https://doi.org/10.1016/j.procs.2021.04.037 

Taylor, K. (2021). Digital Divide. Investopedia. https://www.investopedia.com/the-

digital-divide-5116352 

Tomić, N., Todorović, V., & Čakajac, B. (2020). The potential effects of cryptocurrencies 

on monetary policy. The European Journal of Applied Economics, 17(1), 37 48. 

https://doi.org/10.5937/EJAE17-21873 

Tong, A. (2021). The possibility of a decentralized economy in China and the USA. 

MPRA Paper. https://mpra.ub.uni-muenchen.de/109609/ 

Torry, H. (2021). -19 Killing Off Cash Just Yet. The Wall Street 

Journal. https://www.wsj.com/articles/dont-bank-on-covid-19-killing-off-cash-just-

yet-11612105200 

Townsend, R. (2019). Distributed Ledgers: Innovation and Regulation in Financial 

Infrastructure and Payment Systems. Annual Macroprudential Conference. 

https://www.riksbank.se/globalassets/media/konferenser/2018/distributed-ledgers--

-innovation-and-regulation-in-financial-infrastructure-and-payment-systems.pdf 

Tripathi, N., & Mehtre, B. (2013). DoS and DDoS Attacks: Impact, Analysis and 

Countermeasures. Advances in Computing, Networking and Security, 2013 TEQIP II 

National Conference. 

https://www.researchgate.net/publication/259941506_DoS_and_DDoS_Attacks_Im

pact_Analysis_and_Countermeasures/citation/download 



127 

 

Turner, W. (2020).  

https://cointelegraph.com/news/the-bahamas-launches-world-s-first-cbdc-the-sand-

dollar 

Viñuela, C., & Sapena, J. (2020). The Future of Money and the Central Bank Digital 

Currency Dilemma. 1 22. 

Vives, X. (2019). Digital Disruption in Banking. Annual Review of Financial Economics, 

11, 243 272. https://doi.org/https://doi.org/10.1146/annurev-financial-100719-

120854 

Wadsworth, A. (2018). The pros and cons of issuing a central bank digital currency. In 

Reserve Bank of New Zealand Bulletin (Vol. 8, Issue 7). 

Wallis, J. (2021). Unlocking Financial Inclusion with CBDCs. 

https://ripple.com/insights/unlocking-financial-inclusion-with-cbdcs/ 

Wan-rong, G., Yi, J., Yao, M., Jian-guo, W., Xian-long, Z., Jing, L., & Shi, W. (2013). 

SWOT Analysis and Development Strategies of Maize Industry in Heilongjiang 

Province. Journal of Northeast Agricultural University (English Edition), 20(1), 76

84. https://doi.org/10.1016/s1006-8104(13)60013-6 

Wang, Q., & Li, R. (2016). Impact of cheaper oil on economic system and climate 

change: A SWOT analysis. Renewable and Sustainable Energy Reviews, 54, 925

931. https://doi.org/10.1016/j.rser.2015.10.087 

Wang, Z. (2021). Tax Compliance, Payment Choice, and Central Bank Digital Currency. 

SSRN Electronic Journal, 1 60. https://doi.org/10.2139/ssrn.3755573 

Williamson, S. (2021). Central bank digital currency and flight to safety. Journal of 

Economic Dynamics and Control. 

https://www.sciencedirect.com/science/article/pii/S0165188921000816 

Wolf, M. (2021). The time to embrace central bank digital currencies is now. 

https://www.ft.com/content/7a93fb0a-ae95-44fc-a3d2-1398ef0ce1af 

Woodford, M. (2000). Monetary Policy in a World Without Money. 

https://doi.org/10.3386/w7853 

World Bank. (2017). Distributed Ledger Technology (DLT) and Blockchain (No. 1; 



128 

 

FinTech Note). 

https://openknowledge.worldbank.org/bitstream/handle/10986/29053/WP-PUBLIC-

Distributed-Ledger-Technology-and-Blockchain-Fintech-Notes.pdf?sequence=5 

World Bank. (2018). Financial Inclusion. World Bank. 

https://www.worldbank.org/en/topic/financialinclusion/overview#1 

World Bank. (2020). Government Objectives: Benefits and Risks of PPPs. 

https://ppp.worldbank.org/public-private-partnership/overview/ppp-objectives 

World Bank. (2021). Beyond Unicorns: Harnessing Digital Technologies for Inclusion in 

Indonesia. https://www.worldbank.org/en/country/indonesia/publication/beyond-

unicorns-harnessing-digital-technologies-for-inclusion-in-

indonesia?cid=ECR_YT_Worldbank_EN_EXT 

World Economic Forum. (2020). Central Bank Digital Currency Policy‑Maker Toolkit 

(Issue January). 

Zams, B. M., Indrastuti, R., Pangersa, A. G., Hasniawati, N. A., Zahra, F. A., & Fauziah, I. 

A. (2020). Designing central bank digital currency for Indonesia: The delphi-analytic 

network process. Buletin Ekonomi Moneter Dan Perbankan, 23(3), 411 438. 

https://doi.org/10.21098/BEMP.V23I3.1351 

Zarrin, J., Wen Phang, H., Babu Saheer, L., & Zarrin, B. (2021). Blockchain for 

decentralization of internet: prospects, trends, and challenges. Cluster Computing, 

24(4), 2841 2866. https://doi.org/10.1007/s10586-021-03301-8 

Zetzsche, D. A., Buckley, R. P., & Arner, D. W. (2017). The Distributed Liability of 

Distributed Ledgers: Legal Risks of Blockchain. SSRN Electronic Journal, 14. 

https://doi.org/10.2139/ssrn.3018214 

Zhang, T., & Huang, Z. (2021). Blockchain and central bank digital currency. ICT 

Express. https://doi.org/10.1016/j.icte.2021.09.014 

 

 

 

 

 


	12.pdf (p.1)
	12. Working Paper_Monetary Policy Strategy in the Presence of Central Bank Digital Currency.pdf (p.2-128)

