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Overview

e How the monetary system currently works?
e Where do fundamental problems arise?

e How does public money solve them?

e Why other proposals fail to adress them?
e Strateqgic concrete steps



How the monetary system currently works

So first of all: ¢What are we refering to when talking about
money?

e Safety
e Stable value
e | iquidity

The state has a privileged position to offer such assets
but it is not the only one that can try to




How the monetary system currently works

We have three forms of state money:

Two created by Central Banks
e Casn
® Bank reserves

And one created by private banks
e Bank deposits

And then we have many other forms of private money

creation



How the monetary system currently works

Public support
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| ets look at some balance sheets!



Conventional Money Creation”

Central Bank Private Bank Company/Citizen
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Conventional Money Creation”
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QE Money Creation
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QE Money Creation
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How cash is created”

Central Bank Private Bank Company/Citizen

Assets

Bank Debt with
Deposit CB
Bk Debt
an
with CB
reserves Bank
reserves
Bonk
Deposn



How cash is created”

Central Bank Private Bank Company/Citizen

Assets
Bank Debt with
Deposit CB

BOnk
reserves Bank with CB
Cgsh Deposn



How cash is created”
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Some key ideas

For society fo have money, governments, companies and
people have to go into debt with banks or the central bank

Money is entering circulation through lending or asset

purchasing, never without strings attached

Liquidity and solvency risks for banks become everybody's
problem as we want to ensure bank deposits remain as safe
as the banks reserves backing them




Where do fundamental
problems arise?

[t is all about the privileges we have given

banks to safeqguard risky deposits



Where do tundamental problems arise?

Deposit guarantee schemes

Bailouts with taxpayer's money

Privileged acces to central bank money

Limits to alternatives such as CBDCs

Remuneration of bank reserves

Liquidity facilities: Lender of last resort
Seignorage on money creation

Lax consumer protection, antitrust, and bankruptcy

procedures, lenient supervision



Where do tundamental problems arise?

They way we can control the amount of money:

e Collateral frameworks tor lending

® [ntferest rates
They way we can avoid banking crisis:

e Asset purchase programs
e Special lending facilities and bailouts

e Complex Regulation



Where do tundamental problems arise?

We end up wasting huge public resources

To keep an unstable system rolling

Ever more concentrated and inefficient

That doesn't allocate money in everyone's interest
With incresingly bigger systemic risks attached

Because there is not a competitive safe alternative



How does digital public
money solve them?

It provides the safe, stable and liquid

alternative the state is meant to



How should digital public money be created?
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How should digital public money be created?
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How should digital public money be created?
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How does public money solve them?

For public money fo be game-changer it needs to:

e Be created debt free as a gift with no strings attached
e Available to everyone without [imits on amounts
e Not different to bank reserves (but without interest)

e Only states required to use it but private options

available for companies and consumers

e No risk, widely accepted and with stable value



How does public money solve them?

What would then be the rationale for rescuing private
forms of money if people had a choice between:

e Public safe money without interest

e Private risky money with remuneration

aven't we rescued in the past supposedly risky forms of money?
Yes. But there wasn't a competitive public payment infrastructure

or a creation mechanism that could replace them.



Can we let private money to fail?

All of the things that give value and create demand to
hold and use difterent forms of money
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All of the things that can be used to fullfill the
functions of money



Can we let private money to fail?

All of the things that give value and create demand to
hold and use difterent forms of money
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Can we let private money to fail?

All of the things that give value and create demand to
hold and use difterent forms of money

£

\/ We can easily create
more public money!

All of the things that can be used to fullfill the
functions of money




How does public money solve them?

Do we really need a central bank then?

e Once systemic risks dissapear from private forms of

money we can eliminate all of the privileges

e We wouldn't need lending or asset purchasing with
new money, thus a bank

e Why not having then a monetary authority that provides
a free public payment infrastructure and can control

inflation by giving new money directly to society?



How does public money solve them?



How does public money solve them?

By just nationalizing money creation and leaving
finance on the private market side we:

e Avoid both public and private monopolies and provide
more choice for investors, savers, borrowers, lenders...

e Reduce the need for risk regulation and allow for
consumer protection and antitrust to be stricter

e | ess taxes, less public debt or more public spending

e Realign risks and rewards



Why other proposals fail to
adress them?

They are mostly focused on improving the
allocation of money by using the current

toolbox



Why other proposals fail to adress them?

What other proposals are there around?

e Dual interest rates, conditional asset purchases,
conditional collateral frameworks, credit guidance...

e Turn central banks into big public banks

® Forbid private money creation (as if it was possible)

e Allow central banks to purchase all state debt so that it
gets monetized and thus budget spending becomes

money creation, or allow overdrafts without limits



Why other proposals fail to adress them?

Overlapping money creation powers

Central
Bank



Why other proposals fail to adress them?

Is increasing central bank’'s balance sheets the only
way to increase state resources?

Do we need such complex regulation in place just to keep

managing risks that affect us all?

Aren’t there other ways to direct financial resources to what

society needs wich doesn't involve direct public control?

Would you think there is much space for private money
creation if public money works well enough?



Strategic concrete steps

Use the cracks on the system to achieve

meaningful change



Strategic concrete steps

Big fech companies, stablecoin issuers and cryptos are
pointing out bank privileges

They aren’t being allowed to replicate the fragile scheeme
of bank money creation and are having a difficult time

sharing enough risks with banks so that they tall under the

state protection umbrello

They are then lobbying against those privileges but they
would rather prefer to join them on their privileged position



Strategic concrete steps

Every major private player benefits a lot from
inneficiencies and costs on the bank deposit payment
system (Specially bad for international payments)

Just by having some governments commited to prioritize
efficiency over vested interests we have huge pressure to

every country to do the same under risk of “dollarization”

Many companies and people suffer from this overpriced
payment system, expensive credit and poor remuneration



Strategic concrete steps

There are many ways to progressively achive public money:

e CBDCs with some given design choices

e Direct accounts with the treasury

e Allowing stablecoins, local currencies or payment
services providers to acces central bank reserves

e Narrow banks or public deposit banks



Strategic concrete steps

And all lay down different paths towards the end
of financial parasites.
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Thanks for your attention!

['ll be happy to answer
comments and questions
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