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The issue of cryptocurrencies such as bitcoin and ether, among many others, has been increasing in recent
years. Their use has been driven by the wish to use a decentralised currency that is not controlled by a
central bank. Paradoxically, the technological development that made it popular is also within reach of the
authorities. So, we should not be surprised to see a growing number of countries studying the possibility of
issuing a cryptocurrency, which could function as a digital version of cash, since it could retain three of its
main characteristics: universality, anonymity and exchangeability without intermediaries.
 
In Latin America, and in other regions too, the issue of a new digital currency by a central bank would be a
tool to increase the efficiency of the interbank and payment systems. Furthermore, it would serve as an
instrument with which to confront a number of significant problems for the region: the low degree of financial
inclusion, high costs of transporting and managing cash and the huge “informal” sector. As regards this last
point, the identification of the currency issued by the central bank - a novel monetary policy alternative made
possible by the technology underlying cryptocurrencies - would increase the ability to supervise financial
transactions and the potential for fighting against the underground economy.
 
There are also some drawbacks to a central bank’s issuing a digital currency. Beyond the costs related to
the infrastructure required, the demand for the official cryptocurrency could lead to a reduction in bank
deposits and consequently in levels of lending, which would be particularly negative for Latin America since
the problems in finding financing are generally greater there. Moreover, in the event that a central bank were
to opt to adopt an identified digital currency, this could lead to increased demand for anonymous alternative
assets, such as the dollar, which is familiar for the region but not necessarily positive since it would cause
the loss of independence of monetary policy.
 
The advantages of adopting a digital currency issued by a central bank are sufficiently significant for the
countries of Latin America to consider it as a policy alternative. Similarly, its adoption in the region could
come about as a reaction to the issue of a digital currency in some developed country. What would happen if
any Latin American citizen could buy and keep in his mobile phone a digital currency issued for example by
the US Federal Reserve? Its adoption requires first making progress in understanding its consequences
and in designing the mechanisms that can limit its disadvantages.

 Press Article 1



  
 

This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses data,
opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit,

regarding its accuracy, integrity or correctness.
Estimations this document may contain have been undertaken according to generally accepted methodologies and should be

considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future performance.
This document and its contents are subject to changes without prior notice depending on variables such as the economic context or

market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.
This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of

any kind.
In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that under
no circumstances should they base their investment decisions in the information contained in this document. Those persons or entities
offering investment products to these potential investors are legally required to provide the information needed for them to take an

appropriate investment decision.
The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in cases
where it is legally permitted or expressly authorized by BBVA.
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