22 April 2020

COVID-19 DOES NOT SLOW DOWN THE TESTING OF THE
CHINESE DIGITAL CURRENCY
Screenshots of online wallets used in testing China’s central bank digital currency (“CBDC”)
emerged last week. The e-wallet refers to the Agricultural Bank of China, one of the big four
state banks, and WeBank, Tencent’s digital bank. The People’s Bank of China confirmed the
authenticity of the screenshots via the Beijing News, a state-owned media.
Research on CBDC started officially in 2014 in China.
The testing phase is marking a milestone, with
experiments conducted in Shenzhen, Suzhou,
Xiong’an and Chengdu. The official launch date has
not been released yet, but the government wants to
be ready for the 2022 Winter Olympics in Beijing. A
nationwide launch is hence likely in 2021.
The current series of tests include the payment of
transport subsidies to government workers through
a dedicated app. The funds on this app can then be
transferred into existing bank accounts or used
directly at merchants participating in the test.
China’s CBDC development plan relies on a two-tier system, where the cash is distributed
to intermediaries such as state banks. There should be no impact on inflation; this e-money
is a direct replacement for currency currently in circulation. The Chinese digital cash does
not require any bank account and can be transferred peer-to-peer even when there is no
network signal. A “controllable anonymity” was assured, although the same level of
anonymity that bitcoin or other cryptocurrencies offer will not be reached.
Digital currencies will reduce issuance costs and ease transactions. They will also help
combat fraud and money laundering.
The advanced-stage test of the Chinese digital currency is not a big surprise. The country is
well-known to be a leader in the fintech revolution, thanks to an accommodative regulatory
framework. This dominant position is also a consequence of the necessity to fulfill the
unmet financial needs of a large population and of the desire of the government to develop
its social credit system.
At a time of geopolitical tensions, China wants to show the world its technological knowhow by being the first superpower to issue a CBDC. The timing of these tests is important
and shows that the COVID-19 won’t stop innovation, which is rather speeded up by
pandemics.
As we outlined in our special bi-weekly dated 18 March 2020, Towards a New Paradigm, we
expect central banks and governments to accelerate the development of digital currencies.
The relationship between people and cash is evolving due to the COVID-19 outbreak. The
shift to cashless societies has started, and CBDCs will play a key role in this new
environment.
According to the Bank for International Settlements, more than 50 central banks were
engaged in some form of work surrounding CBDCs at the end of 2019. We expect many
countries to follow China’s lead and issue some form of e-money, once the Chinese CDBC
will go live.
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As Facebook tries to revamp its Libra cryptocurrency, countries should not wait too long if
they want to keep the control on their currency.
The leaked screenshots confirm that China is getting closer to launch its digital currency.
Given the country’s economic weight, we believe such development will help people
familiarize with the concept of e-money and will accelerate similar tests around the world.
It should ultimately increase the adoption rate of digital payments, which will be beneficial
for the cashless industry and many of our holdings, especially in the Mobile Payments
portfolio.
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DISCLAIMER
About AtonRâ Partners: AtonRâ Partners is an asset management company, founded in 2004 with head office in Geneva,
incorporated under Swiss law, duly approved by the Swiss Financial Market Supervisory Authority (FINMA) under the
Swiss Collective Investment Schemes Act. AtonRâ Partners is a conviction- driven asset manager combining industrial and
scientific research with financial analysis. AtonRâ Partners focuses on long-term trends powerful enough to be turned into
thematic equity portfolios.
This report has been produced by the organizational unit responsible for investment research (Research unit) of AtonRâ
Partners and sent to you by the company sales representatives. As an internationally active company, AtonRâ Partners SA
may be subject to a number of provisions in drawing up and distributing its investment research documents. These
regulations include the Directives on the Independence of Financial Research issued by the Swiss Bankers Association.
Although AtonRâ Partners SA believes that the information provided in this document is based on reliable sources, it cannot
assume responsibility for the quality, correctness, timeliness or completeness of the information contained in this report.
The information contained in these publications is exclusively intended for a client base consisting of professionals or
qualified investors. It is sent to you by way of information and cannot be divulged to a third party without the prior consent of
AtonRâ Partners. While all reasonable effort has been made to ensure that the information contained is not untrue or
misleading at the time of publication, no representation is made as to its accuracy or completeness and it should not be
relied upon as such. Past performance is not indicative or a guarantee of future results. Investment losses may occur, and
investors could lose some or all of their investment. Any indices cited herein are provided only as examples of general
market performance and no index is directly comparable to the past or future performance of the Certificate. It should not
be assumed that the Certificate will invest in any specific securities that comprise any index, nor should it be understood
to mean that there is a correlation between the Certificate’s returns and any index returns. Any material provided to you is
intended only for discussion purposes and is not intended as an offer or solicitation with respect to the purchase or sale of
any security and should not be relied upon by you in evaluating the merits of investing in any securities. The products
described in this document may not be directly or indirectly offered or sold in the United States of America or by U.S.
Persons.
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