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The Unified Ledger Hangang experiment

* Adistributed ledger to settle transactions between commercial banks with wholesale CBDC

* Smart contracts with a “burn and issue” protocol: transaction is indivisible (atomic settlement)
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Project features

* 3-month experiment: 7 banks, 80 000 users, 12 000 merchants

* Part of CB experiments to integrate tokenised assets:
* Pontes/Appia (ECB, wholesale CBDC for euro area)

* Agora (BIS, unified ledger with 7 CB)
* mBridge (PBoC with 4 CB, cross border wholesale CBDCs)

* First live unified ledger: raises/solves many technical issues

* So far, replicates the current settlement system and two-tier monetary
structure: Everything changes so that nothing changes?




The broader context

* Cryptocurrencies, stablecoins and DeFi services are rising
* Bitcoin market cap is about $1,200 bn
» Stablecoins represent $310 bn, 99% USD based (USDT and USDC)

* Tokenised assets by TradFi more limited

* Tokenised deposits are scarce: JPMorgan, Citi, HSBC...
« RWASs on chain represent $30bn

* The unified ledger infrastructure enhances the development of tokenised finance

* Efficiency gains within the TradFi sector: Programmable features reduces execution time,

verification costs, counterparty risk, (automatic/conditional payment execution, collateral
management, etc...)

How much is gained? Which markets could benefit from atomic settlement?

* Enhance competition with crypto/DeFi sector: assets and payments on the same ledger,
backed by CB money...



Points of discussion

* Tokenised finance competition with native DeFi
* Jokenised deposits vs stablecoins

* Role of (digital) public money?
* Retail CBDC

* Financial stability




Tokenised deposits vs Stablecoins

e Stablecoins have many usages...
* DeFilending, crypto trading
* B2B and retail crossborder payments (remittances...)

* ...andrisks
* Not fully stable: deviations from parity (limits to arbitrage, stress events...)
* Run risk: illiquid/insufficient reserves, issuer default
* |llegal transactions

* Tokenised deposits with a unified ledger solve many of these issues
* Similar technology advantages
* Ensure parity with a fiat currency
* Deposit regulation (interest paying, insurance...)




Will tokenised deposits divert demand for
stablecoins?

* Demands are of different nature

. %etalil/ emerging market users are less likely to use tokenised deposits: unbanked users, demand for USD,
ideology

* Firms and institutions could switch to tokenised deposits: depends on interoperability / network of offering
bank / crossborder transactions

* Ledger governance issues
* Most central bank experiments rely on permissioned blockchains/ledgers (Hangang, Agora...)
* Advantage: choice of who participates
* Disadvantage: need to trust other parties (now and in the future)

* Permissionless blockchains do not need trust: can foster large international adoption by public
and private entities (many tokenised assets use public blockchains)

* The choice of the %)vernance structure can lead to fragmentation or limit the development of tokenised
finance with w CBDC settlement

* What about demand for banks’ stablecoins or deposit tokens?




Retail CBDC

* Means of payments shift away from cash

* 52% at physical shopsin 2024 (79% in 2016) (ECB 2024); more online
purchases too

* Impact on consumers’ welfare
* Loss of privacy, reliance on large payment players, platforms’ market power
* Efficiency, safety

* |sretail CBDC the solution?
 Adoption depends on efficiency, convenience, network effects
* Privacy issues might not be (perceived as) solved
* Confusion between public and private digital monies and associated risks?
* Other options: fast payment methods without retail CBDC (Pix, UPI...)




Financial stability

* More and more channels of stress events propagation across TradFi and
DeFi
* Entry of DeFi in TradFi: a shock to reserve deposits can depeg stablecoins (SVB and
USDC) ; a large redemption event can impact sovereign debt markets

* Entry of TradFi into DeFi: rise of institutional DeFi creates another bridge between the
two sectors

* Unified ledger is likely to reinforce these links (eg, tokenised assets used as
reserves): will we still talk about TradFi and DeFi?

* Regulation and central banks’ mission more and more complex...
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