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Fintech, Blockchain, and all that (1) 
• In the age of digital economy, it is quite natural that most 

financial transactions are taken place on-line (i.e. payment 
via digital instruments) using Fintech (from cryptographic 
technology to AI equipped bot-trading).    

• How does this technological progress affect the real 
economic activity?  Does Fintech fundamentally change the 
ways in which financial market works?  Financial 
intermediations remain the same?  

• Fintech may improve the quality and efficiency of matching 
between providers and users of capital.  It does not change 
the nature of financial intermediation itself.  
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Fintech, Blockchain, and all that (2) 
• Goldfarb and Tucker (2019) argue that  the digital 

economy reduces (1)search costs, (2)replication costs, (3) 
transportation costs, (4) tracking costs and (5) verification 
costs. The first three costs are well discussed in the early 
digital economics literature, the importance of the next 
two costs, tracking and verification, has become clear in 
the last decade.  

• Both low tracking and verification costs has led to the issue 
in the tradeoff between use of commercial use of personal 
information and privacy.  Online reputation system may 
create a concern about reductions of asymmetric 
information through interference/violetion of  privacy.   
 

April 19, 2019 

3 



Yukinobu Kitamura 

Central Banking or Monetary Policy(1)  
• How is the impact of  privately issued cryptocurrencies on 

central banks? At the moment, they do not pose any 
serious risks to central bank’s monetary policy or central 
banking in general. They are not qualify for money status 
either.  

• However, the cryptocurrencies may create useful financial 
innovation. The central banks and the governments may 
not be as innovative as the private sector.   It is not wise to 
stifle innovation in the financial services industry.  

• Economic statistics may not reflect the new economic 
activity immediately.  The central bank may face 
difficulties in judging how and where the economy goes.       
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Central Banking or Monetary Policy(2)  
• The central bank also face the policy uncertainty because 

causal inference (or a long-run stable relationship) 
between the real economy and monetary policy becomes 
ambiguous under the rapidly changing economy.  

• Fintech  may reduce the role of financial intermediaries 
because the direct finance including the cloud funding and 
initial coin offerings (ICOs) becomes prevalent. Does it 
imply the monetary policy  transmission mechanism is 
weaken?    

• In other words, is it more efficient for GAFA like non-bank 
companies to conduct financial intermediaries than 
traditional banks/financial institutions do ?  
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Central bank digital currency 
• Many central banks (e.g., BoE, BoCanada, Norges Bank, 

Riksbank, BoFinland) are studying the monetary policy 
and financial system implications of issuing central bank 
digital currencies (CBDC). 

• They are motivated by the following reasons; (1)achieving 
cashless society, (2)increasing the efficiency of central 
bank payment system, (3) augmenting central bank’s 
monetary policy instruments(e.g. negative interest rates). 

• The major economies such as U.S.A., Japan, EU, and China 
still maintain a watch and wait strategy because 
abolishment of paper money might mean an abandonment 
of being international settlement currencies. Isn’t it?      
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