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The Monetary Nature, Potential Impact and Evolutional Direction of Libra

SUN Guofeng
(The People’s Bank of China, Beijing,China)

Abstract: The Libra program initiated by the US Facebook has aroused wide discussion from all walks of life. To
accurately study and judge the potential impact of Libra, the key is to grasp the most essential characteristics and
deeply understand its monetary nature. Libra can be observed from these two perspectives: money creator as well as
payment and circulation. From the first perspective, Libra is supported by the bank credit currency of a basket of
economies, which essentially reflects the bank credit, but does not create money; from the second perspective, as a
kind of digital currency, Libra has the core advantage of having solved the problem that cross-border payment lacks
services provided by a global central bank, which is commercially sustainable under the modern bank credit currency
system. In the future, Libra may evolve towards private credit currency or virtual currency, and thus develop its func-
tion of money creation. At that time, its impact on the global economic and financial system will become more evident.
Meanwhile, we should also pay close attention to the impact of issuing currency similar to Libra by multinational com-
panies focusing on retail business.
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