


least over the short and medium term. Nothing is certain over the long term, however, so the 
United States should continue to carefully monitor China’s CBDC efforts and other digital 



involving money laundering and illegal activity at payments companies pressured regulators to 
clean up the messy market. 

The era from 2013 onward represented an alignment of goals between Chinese technology 
companies and the government. Reformist leaders like People’s Bank of China (PBOC) Governor 
Zhou Xiaochuan convinced the Party leadership to open 





digital wallets from local providers abroad, including with Kenya’s M-PESA to facilitate 



United States that turn checks into digital instruc[(t)10 (ha)4ns that order digital money (t)10to move 
be[(t)10ween bank acc4unts. Therefore, what is new ab4ut wha(t)10t are commonl(t)10y called “digital 
currencies” today







held in eCNY wallets. There is debate in China as to whether the eCNY will be a liability of the 
central bank, and thus a CBDC at all.6  

The PBOC is presenting its digital currency as having better privacy protections for users than 
the current systems run both by China UnionPay and the duopoly of Alipay and WeChat Pay, 
and there is some merit to its arguments



Where the eCNY is designed to provide even more privacy is in dealing with merchants, 
including e-commerce companies. With the current payments system based on Alipay and 
WeChat, 



How w



However, this 



Cross-border payments could certainly use improvements, and many central banks have done 
proofs of concept and other experiments with hypothetical payments between CBDCs using 
distributed ledger technology that is so hyped up today. While they s



and currency exhibit strong network effects, in which the value of a network is directly related 



in real-world scenarios, will teach lessons that can only be learned in practice. It must therefore 
maintain exchanges with Chinese officials to learn from China’s experience and encourage 
China to share its lessons with the broader financial community.  



banks thinking about CBDCs, including China, are primarily focused on achieving domestic 
policy goals.  

Nevertheless, it is premature for the Federal Reserve to commit to launching some new form of 
the dollar. Both digital dollars for retail and dollar CBDCs for wholesale payments already exist 
today, an10 (w)-t
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Figure 1 Source: Bech and Garratt 2017.   Figure 2: RMB as a Share of Global Reserves has Stagnated  Source: IMF COFER Database 


