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Central bank digital currencies (CBDC) should be regulated in the same
way as traditional currencies, but should be treated similarly to stablecoins. The
main goals of the new policy on digital currencies are: econemic and monetary
stability, reduced access to and use of cash, support for payment innovations (real-
time settlements, programmable currency, cross-border payments), financial
integration (expanding users), and data protection (network effects, gender
interaction), competition of digital currencies in the market (such as impact on
bank deposits).

The Bank of England has identified five issues related to the impact of
new digital currencies on macroeconomic stability [1]. These currencies have the
potential for rapid scalability and widespread use for retail payments, concerns
include: 1) overall trust in the currency and its role in society, 2) potential liquidity
issues for banks during financial crises, 3) impact on creditworthiness, 4) currency
market function, and 5) implementation and transmission of monetary policy.

Regarding the regulatory environment, the Bank of England believes that
stablecoins have the potential to offer new methods of payment and capital
storage, but proper regulation is necessary to ensure consumer protection and
overall payment ecosystem stability [2]. Clients should have the same confidence
in stablecoins asthey do in-other forms of money, and stablecoins should comply
with proper regulatory frameworks to support both functions.

From a form standpoint, the current banking system and its key
characteristics are a natural starting point for designing regulations. This includes
prudent regulation to ensure that losses can be absorbed and there is sufficient
liquidity to combat outflows.

This includes receiving liquidity support from the central bank when
necessary. It also includes ensuring that critical services can continue to operate,
or if the bank still fails, clients can get their money back.

The Bank of England report examines four illustrative examples [2]. These
models are primarily focused on assets used to secure stablecoin liabilities. There
are differences in how various models reflect the key characteristics of the
banking system described above. The four specific illustrative examples are in the
Table 1.
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Table 1 - The four specific illustrative examples

No | Design stablecoin Characteristics Remarks
1. General bank The issuer of stablecoins should become -
model banks and adopt the banking system.
Regulation can take three forms (loans,
HQLA liquid assets, central bank reserves).
2. | HQLA bank model | Only HQLA (government bonds or deposits -
in the central bank) are acceptable.
3. Model of Central | Only operational risk is applicable according | This is a synthetic
Bank Liabilities to Principle 9 of the PFMI for CBDC. CBDC model,
(CBL) also British,
challenging the
dollar model.
Deposit Support Mostly supported by banks, indirectly It's a fiscal model
(DB) model supported by the central bank, the funds are for the US.

held in custodial accounts. There are liquidity
and market risks, but they are stable. Issuers
of fixed currency and custodian banks take on
risks such as deposit and credit risks,
especially if the assets are linked. Therefore,

The Ministry is
proposing a series
of regulatory acts

to then manage
the stability of the

a 100% cash collateral and a program similar coin we are
to the US Treasury program are necessary. building.
We are using the
butterfly model
[1].

Next, if allowed, stablecoin issuers may try to take advantage of central
bank lending opportunities to obtain emergency liquidity in case of a breakdown.
According to the CB model, stablecoin issuers themselves do not need to visit the
central bank [3]. However, services provided by banks that act as custodians to
stablecoin issuers may affect the liquidity profile of custodians, which in turn
affects their demand for bank liquidity funds. The only asset of stablecoin issuers
is the central bank.

According to the debt model, stablecoin issuers will not own or have
collateral necessary to obtain central bank liquidity funds, nor should they demand
such access. The central bank's liquidity mechanisms cannot increase the liquidity
of their existing assets.

If the stablecoin is fully backed by central obligations or if the bank
introduces CBDC, the bank needs to consider the interaction of these obligations
and reserve balances in managing future balances. When clients transfer funds
from their bank deposits to central bank liabilities (central bank liabilities, CBL)
in the form of stablecoins or CBDC, the bank will pay reserves to the stablecoin
issuer's deposit account or the client's CBDC account. This will reduce the amount
of reserves that can be freely distributed among banks [4].
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In conclusion, the author believe that based on the analysis of various
aspects, adding reserves to the discussion and expanding the size of the CBDC
model, CBDC should have 5 core principles:

Acceptable for use by all parties (note: this is a traditional principle of the
Bank of England, as it is willing to control third-party payments);

The central bank collaborates with enterprises, the central bank provides
infrastructure, and enterprises provide value-added services (note: this is unlike
the former US Treasury Department's vision, which proposed that the national
payment network be fully supported by enterprises);

There should be a difference between CBDC payments and private
enterprise payments (note: this is also a traditional principle of the Bank of
England, otherwise let CBDC and private stablecoins compete in the market);

Protect confidentiality in the anti-money laundering environment;

Guided by the premise of "do no harm to all parties," the central bank uses
CBDC for monetary and economic policies.
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