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DAVID-G-W-BIRCH

Digital Assets

Decentralised finance is going to be big

This isn’t about ideology or theology

it's about business pure and simple

Q00
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el , Larry Fink Says Tokens Are “The
Don’t Listen to Me! Next Generation For Markets”
Listen to what the people who matter are saying e Bl o o

Author, advisor and global commentator on digital m

financial services.
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Larry Fink, chief executive officer of Blackrock Inc., speaks an event on the sidelines of day three ... [+] ©® 2023

Jonathan Larsen (chief innovation officer of Ping An Group
and head of Ping An Global Voyager Fund) told me'on

stage at Money20/20 Asia in 2019:
. ; i § ; next generation for markets”. If you think of tokens as bitcoin src 0.0% or
Tokenization is a really massive trend... a much bigger. . . . : .
j [ “onay / i pictures of chimpanzees with sunglasses on, you might well think that the man
SfOl’y that cryp to CU{’/’GI’)C/@S, inftialcoin Off erings (/COS) 4 who runs the biggest asset management company (with $7 trillion under
and even blockchain. management) is out on a limb. But if you think of tokens as digital assets that can
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The CEO of Blackrock, Larry Fink, recently said that tokenization will be "the
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F u n i b I e Feb 28, 2021, 12:30pm EST | 8,464 views . ]
& You Can’t Launder Bitcoins!

g David G.W. Birch contributor ©
. Follow
?’ Fintech

3 ) Author, advisor and global commentator on digital financial services.

Listen to this article now )
I -06:58 (i
okens Powered by Trinity Audio

¢ Dollars Are Fungible, Bitcoins Are Not.

As you'll be aware from the plethora of stories about Bitcoin using more electricity than

ost countries, Bitcoin “mining” means throwing massive amounts of computer power
hematical puzzle, and the first computer to solve the puzzle finds the new
bitcoins. eryone gets into Bitcoin mining just for the money though. The operator
of a Bitcoin mir rs who work together to share the profits)
quoted in Coinl vesting for other reasons "such as to avoid

capital controls

ies for the first time to operate entire econ s outside the U.S.-led financial

v, while this may be technically slig
RESEWES Us el ess ransactions without a blockchain a

d a working paper describing how t

ays to create
al bank has
at the

wiaespreaa availability of decentralised financi ass the

existing infrastructure.
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N O n _ F u ngi b I e Mar 7, 2021, 03:30pm EST | 1,262 views
Not Your Keys, Not Your Kings Of
Leon
%}1 g:::jhe.w Birch Contributor ©
% ) Author, advisor and global commentator on digital financial services.
Tokens
@ Listen to this article now
-07:08
Powered by Trinity Audio

en bankers get together for dinner, they discuss Art. When
ar et together for dinner, they discuss Money” -Oscar
Wilde.
You've probably real test crypto-craze to obsess the
robinhoodies of the awrence Wintermeyer wrote a great piece
about it here, descril guild of “art digitalists” bought an original
Banksy and then set he piece into a non-fungible token (NFT).
Now, you may think (as ore of a piece of performance art itself than
a window into a new yorld that decentraliség Sotheby’s out of existence, but it is
undeniably interesi{ng. That’s because, trivialljcopyable artworks to one side, NFTs
will indeed meayfradically more efficient market

Reserves Useless
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The Token Economy

Fungible

Decentralised Finance Protocols

The Future of Payments The Future of Property

Private Natural Synthetic Static Dynamic Universe

P P P P P
Orange .
. . Concert Magic
uUsDC Oil Juice Beeple OG:Crystal
; ; Futures ; ; : ; ; Tickets ; Swords
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TOKENISATION AND MARKETS

Tokens and DeFi Form New Market Infrastructure

l"“\ Initial

m Market
I Structure

Interim
Market
Structure

Final
Market
Structure

The initial market structure
(characterised by siloed
ledgers) is one of
experimentation where the
industry and regulators grow
comfortable with the
technology in a wholesale
environment.

} DAVID-G-W-BIRCH

The interim market structure
is where previously siloed
ledgers become
interoperable and wholesale
institutions begin to use
these technologies to
tokenise previously illiquid
assets.

The final market structure is
when ledgers become
universal, and all financial
instruments are tokenised.

Q00 R
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THE FINTERNET

The BIS Vision Applications [ e-banking ] [ digital wallet J [ financial apps ] [ non-financial apps ]
e N p e N
" Central bank and I
QF B I S commercialbanks | |t TN e
Asset management ledger on/off @ SAALL @ —
compar?ies ———/ Tramps® RN | =1 || AR Verifiers
U
Private or Shared/ Sers Lock
Public Companies Fl);jv;;‘: I ockers
—
Real estate ) P N ) Guarantors
registrars Shared;/ - ~
; Tokenised Tokenised
vee ?;:jvgéléf [ equities ][ deposits ] p <> eee
\_ VAN J K X N U ifi d \_ J
. Tokenised Tokenised central _ ynime
B | S WO r‘k| ng Pa pe rs Token managers real estate bank money interledger Trust and
(Issuance, management, _)') protocol value added
and synchronization) Unified ledger ) service providers
No 1178 L b J
FlnternEt: the f|na nC|a| Digital infrastruqiite (identity, di@al signatures, electronic registries, etc.)

system for the future

] , , Laws, regulations, rules and other governance norms
by Agustin Carstens and Nandan Nilekani 9 9
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DAVID-G-W-BIRCH

CBDC

We need to be right, we do need it tomorrow

And if you are going to make any transactions “offline” then
make all transactions “offline”

Q00
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Digital Currency 101: CBDCs are Stablecoins

One specific kind of one type of digital currency

Fungible

*Stablecoins”

E E ° Johnny Mnem... “_ Home News Sport Weather iPlayer Sounds Bitesize
NEWS Algorithms

Home | War in Ukraine | Coronavirus | Climate | UK | World | Business | Politics | Tech | Science | Health = Mor|

Currency

Reserves 5 Receipts
Boards : P

Technology
. Stablecoins
Crypto crash: Stablecoin
collapse sends tokens
tumbling .
Sarepae Private | || Natural Synthetic
® 9 hours ago | B Commen ts '

Orange
Juice
Futures

Oil
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Why Bother?

There is no burning platform, but here are some key drivers

Sovereignty

Internal impact of electronic cash
National security.

Control and regulation.

Money supply.

Economic growth.

Financial stability.

Influence

External impact of of electronic cash
Interoperability.

Soft power.

Projection of values.

Human rights.

Data flows.

Political

Inclusion

Manage the decline of physical cash
Social policy.

Law enforcement.

Financial Inclusion.

Cost savings.

Provision of viable alternatives.

Sustainability

Long term infrastructure

Raise net welfare

Reduce ecological impact of currency.
production, distribution and circulation.

Minimise the impact of digital alternatives.

Support generational change.

Economic and Social

Resilience

Risk mitigation

Cyberdefence and security.
|dentity.

Authentication and authorisation.
Privacy

Offline (device to device) use.

Innovation

New products and services
APIs.

Permissionless .
Programmability.
Competition.

Platforms.

Technological

9 J 3 DAVID-G-W-BIRCH
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National Strategy

Central bank digital currency needs to be developed in the context of a wider strategy

Crime Tax Evasion Transaction Reporting

Crimin olicy
Money Universal
Laundering Service
Money d Regulation
Seigniorage Domain
Loss Foreign Exchange Regulation
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SO...
What's going on?

ECOI’I;}(;%liSt = Menu  Weekly edition = The world in brief Q_ Search v

@ The World Ahead | Digital currencies in 2024

The roll-out of central-bank digital
currencies will slow in 2024

My Economist v

They create new problems while solving few

@ OMEFIF

Insights v Content v Institutes v

EXPLORE Q

Partner with us v About us v

Latest

COMMENTARY

three Ds of reserve
management

ON DEMAND

Navigating the new
norm: the long-

CBDCs set to acquire
critical mass in next five
years

By OMFIF editors | 13 December 2023
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CONTEXT

Bank of England Consultation Response

Primary legislation Bank of England and HM Treasury Bank of England
Both Houses of Parliament.

Privacy m
The Bank and the Government would not I:IT\’/I\ Treasury
access users’ personal data Response to the Bank of England

It seems to me that in a democratic society,

law enforcement must be able access this and HM Treosury Consultation nger:
elejiel The digital pound: a new form of

programmability money for households and businesses?
The Bank and the Government would not

program a digital pound
PIPs (and users) should be able to? Or not?

Access to cash

Safeguards. Consultation Response
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CBDC Taxonomy

National Associe_a_tion of German Cooperative Banks (BVR), Association of German Banks (BdB), Association of German
Public Banks (VOB), German Savings Banks Association (DSGV) and Association of German Pfandbrief Banks (vdp)

Wholesale CBDC

Issued by the central bank to be
used for the capital markets and
interbank transfers.

The GBIC's experts are calling for
this special form of the digital euro
partly because, by adopting this
approach, the ECB would be able to
include further digitalisation of
central bank accounts in its project.

The ultimate aim is to achieve
improvements which can benefit
consumers, enterprises and also the
banking sector.

(See also Bank of England Omnibus.)

9 J 3 DAVID-G-W-BIRCH

Issued by the central bank is to be
used by private individuals in the
euro area in the same way as cash
for everyday payments, e.g., to
retailers or government agencies.

It should be possible to use the
digital euro like cash, anonymously
and offline.

For this purpose, credit institutions

will provide consumers in Europe

with “CBDC wallets”, i.e., electronic
wallets.

(I don't think this should be
restricted to credit institutions.)

Machine CBDC

“Tokenised commercial bank
money” made available by
commercial and savings banks.

This is to complement the two
forms of digital central bank money,
in particular to meet corporate
demand arising from Industry 4.0
and the Internet of Things.

It could facilitate transactions based
on “smart” - i.e., automated -
contracts and thus increase process
efficiency.

Q00
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Optimising Currency

Why use the same implementation across all use cases?

Support the Post-Industrial Economy
The German view that productivity and Higher value, lower volume, complex
therefore economic growth will come B 2 instruments. Online.

from automation and “industry 4.0" must
mean different kinds of money.

P 2 Lower value, medium volume, cash
replacement. Online and offline.

I\/I 2 Low value, high volume.
Intermittently online.

R omocusmc 000
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CBDC Architecture

Reca p Digital
hMoney
Electronic The Currency Cald War
Momey @dgwhirch

fiow do you manage
the system?

How do you stop ‘
double-spending?

v

valueis a
claim an
private debt

Public Mature

valueis a claim
on central bank

after Satoshi

how do you

L ) hiralised
maintain integrity’
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barclaycoin

EUROPEAN CENTRAL BANK
EUROSYSTEM

Report on a digital euro

October 2020

SVERIGES RIKSBANK 39 8
WORKING PAPER SERIES

-

Quantum Technology for
Economists

Isaiah Hull, Or Sattath, Eleni Diamanti and Géran Wendin

Dacomber 2020
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We Have The Technology

One size does not fit all

Online
On-chain
Smart contracts

Wholesale

Clouds,
CBDC

Chips and Chains

Intermittent
Ledger
Fast, cheap, simple

Clouds Industrial
And Chips CBDC

Retail Offline
CBDC Programmable
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Strawman

An example of how implementations may interact

People
Companies
Governments < >
Things

Artificial Intelligences

Industry-specific

Commercial

Ledger “—cBbCc
Companies
-— —
Governments

Retalil
<
Wallet CBDC > Wallet

& ’

v v
Payment P ; Payment
Interface  |@------- é%{gre}?s ------- > Interface
Provider Provider
Financial < Wholesale > Financial

Institution CBDC Institution

9 J 3 DAVID-G-W-BIRCH

The Glass Bank
@dgwbirch

/

Central Bank

People
Companies

Governments
Things
Artificial Intelligences

Commercial Industry-specific

—z=

o

Ledger

CBDC

Companies

Governments

Q00
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Retail Marketecture

Two Tier with Tamper-Resistant Hardware

secure
element

! : offline
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DAVID-G-W-BIRCH

Digital Identity

The foundation for changes

If you know who all of the participants in a transaction are
payments just accounting

Q00
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WHAT. A. GUY.

Marshall McLuhan was right about everything

In the new electric world, where
everybody is involved with everybody,
where everybody is involved in complex
processes, the old identity cards, the old
means of finding out who am |, will not
WOrk

(I wish that more people would take
this onboard, give up trying to digitise
the old identity systems and start
building the new digital identity
system we need.)

% J 3 DAVID-G-W-BIRCH 6 o @
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DIGITAL IDENTITY DRIVERS

==

Why now?

= =

Credentials Artificial

Cloud Chaos CBDC Intelligence

Moving to a
reputation The bots are
economy coming

No wallets,
no way

Fraud is out of
control

Something must be done Central bank as a vector Privacy as a proposition Be prepared
But what?
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DIGITISED IS NOT GOOD ENOUGH

Electronic paper is not the way forward

Digitised Identity Digital Identity

Nodes Edges

Static Dynamic

Single Multiple
Hierarchy Relationships
Dumb Smart

Stand-alone Interactive

% J 3 DAVID-G-W-BIRCH
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THE WALLET WARS

It used to be about top of wallet, now it's about wallet

EU Digital ID Wallet

20272 S, r@ﬂ r@jrgﬂrgj 2 [l e eiD wallet
22
(_‘@.ﬁ;' ol % %f@j National elD

Driving License

Diploma

Mational elD

Insurance
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WHY BOTS?

There are two kinds of transactions

s . = I E LONG READS BUSINESS CULTURE GEAR SCIENCE MORE v SUBSCRIBE Q
Most transactions are so boring, why WESRIID

are people involved in them at all?! BUSINESS  23.12.2019 06:08 A

The future of banking is basically robots
The transactions that are not boring runnin g everythin g

are too complicated for most people to
Banks will have to convince robots — rather than humans - that their deal is the
understand. best in the market

ChatGPT can already fight parking E
tickets, so why can’t it pay for the

BRAND AND SPONSOR YOUR
CLIENT'S FAVOURITE SPORT...

BUT WE'RE A 250 YEAR-OLD }

LOWER YOUR RATES, OR MY

/Oa/fk/’ng /n the ]C//’SZ— p/ace? h ]/ CLIENT GOES ELSEWHERE.
o | SE— )

“the big change in financial services will come when customers use Al to assess offers from financial institutions’
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ROBOTS NEED PASSPORTS

The missing piece is digital identity

id that
How will you know if the bank is Ad that
real? You can't even tell if that wolved
photo of Boris Johnson being the 0;3
2
arrested is real or not. otV
sWhYOuI
otions O
. . Og\lesmve
And how will the bank know that it's - breaches,
you and not a bot pretending to be .Lsaﬁ'lction
you to fool to voice recognition? )i )
gmetnobody
don
adog-me
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WE KNOW WHAT THE PROBLEM IS

But who will fix it?

“It's not about payment. It's about "

identity” \ |

Jack Dorsey, Founder of Square and *

Twitter

\] <
"l The Bean -
Broadway

New York Times
22nd December 2013
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The Bank Response

What makes strategic sense?

(9

Wallets DeFi 24/7 PvP DvP The users will be bots,
Wallets FTs and NFTs “EX" so how does that
wallets Cross-border change the model?

O /I Digital Identity OZ Digital Assets 03 Digital Money 04 Al...
European ID NFTs Stablecoins
Credentials Real-World CBDC
Assets
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ONE MORE THING...

Announcing DaveGPT...
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THANKS!

Visit www.dgwbirch.com
Subscribe to dgwbirch.substack.com
Follow dgwbirch on LinkedIn
TwiX @dgwbirch
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Thank you to speaker
Dave Birch, Published Author and Top 100 Global Fintech Influencer

EBAOIa 18-19 June 2024 Lisbon, Portugal #EBAday Finextra ABE {_ : EBA

*
EURO BANKING ASSOCIATION

Network. Debate. Strategy
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