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Introduction

Central Bank Digital Currencies (CBDCs) have emerged as innovative solutions for
modernizing financial systems and enhancing the efficiency of monetary policy. In Saudi
Arabia, the Saudi Central Bank (SAMA) has been actively exploring the potential of CBDCs
to achieve the ambitious objectives outlined in Saudi Vision 2030. This seminar will delve
into the application of CBDCs in Saudi Arabia, investigating their advantages, challenges,
and potential impact on the Saudi economy.

Saudi Arabia has made significant strides in its CBDC journey, particularly through
initiatives such as "Aber,” which examines the viability of a dual-issued digital currency for
domestic and cross-border settlements. Implementing CBDCs in Saudi Arabia could drive
innovation in the financial services sector, enhance financial inclusion, and foster the
development of a resilient payment ecosystem.

Background on CBDCs

Central Bank Digital Currencies (CBDCs) represent the digital form of a country’s fiat
currency, issued and regulated by the central bank. Unlike decentralized cryptocurrencies
such as Bitcoin, CBDCs are centralized and backed by the government. They aim to
combine the advantages of digital payments with the safety and trust associated with
central banks.

CBDCs can be designed for various purposes, including retail transactions, wholesale
financial operations, and cross-border payments. Their implementation varies from
country to country, depending on the specific economic and financial context. The concept
of CBDC is driven by the need to modernize payment systems, enhance financial inclusion,
and improve the effectiveness of monetary policy.

Historical Context and Evolution of CBDCs

The history of digital currencies dates back to the late 20th century when the concept of
electronic money began to take shape. However, the rapid advancement of technology and
the proliferation of cryptocurrencies like Bitcoin has led central banks worldwide to
consider issuing their digital currencies. This section will provide a detailed historical
overview of the evolution of digital currencies, tracing their origins from electronic money
systems to the current exploration of CBDCs by various nations.



CBDC Developments in Saudi Arabia

Saudi Arabia has been proactive in exploring the potential of CBDCs to enhance its
financial ecosystem. The Saudi Central Bank (SAMA) has initiated several projects, with the
most notable being "Aber." This project, in collaboration with the United Arab Emirates
Central Bank, investigates the feasibility of a dual-issued digital currency for domestic and
cross-border settlements.

"Aber" aims to address the inefficiencies in current payment systems and facilitate
seamless transactions between the two countries. The project has shown promising
results, demonstrating the technical and operational viability of CBDCs for cross-border
payments. SAMA continues to research and develop frameworks for implementing CBDCs
within the Saudi financial system.

The Aber Project: Objectives and Outcomes

The Aber project is a landmark initiative that highlights Saudi Arabia's commitment to
advancing its digital currency aspirations. This section will delve into the specific
objectives of the Aber project, its methodology, and the key outcomes achieved thus far.
Detailed insights into the project's technical framework, stakeholder engagement, and
potential future developments will be provided.

Advantages of Implementing CBDC in Saudi Arabia
The implementation of CBDCs in Saudi Arabia offers numerous advantages:

e Innovation in Financial Services: CBDCs can drive innovation in the financial sector
by enabling new business models and fostering competition among financial
institutions.

e Financial Inclusion: CBDCs can provide access to digital financial services for the
unbanked and underbanked populations, promoting greater financial inclusion.

e Payment Ecosystem Resilience: CBDCs can enhance the resilience and efficiency
of the payment ecosystem by reducing reliance on traditional banking
infrastructure.

e Improved Monetary Policy: CBDCs offer central banks better control over monetary
policy through precise tracking of money flows and enhanced liquidity
management.



Technological Innovation and Competitive Advantage

Saudi Arabia's adoption of CBDCs can catalyze technological innovation, positioning the
nation as a leader in the digital economy. This section will explore how CBDCs can
stimulate innovation within the financial sector, foster collaboration between fintech
companies and traditional financial institutions, and enhance Saudi Arabia's competitive
advantage in the global digital marketplace.

Challenges and Risks of CBDC Implementation

Despite the advantages, implementing CBDCs in Saudi Arabia poses several challenges
and risks:

e Privacy Concerns: The digital nature of CBDCs raises concerns about data privacy
and the potential for increased surveillance.

e Cybersecurity Risks: CBDCs are vulnerable to cyber-attacks, which could
compromise the integrity of the financial system.

e Financial Stability: The introduction of CBDCs may result in significant shifts in the
financial landscape, potentially disrupting existing institutions and systems.

Addressing Privacy Concerns

One of the most pressing challenges of CBDC implementation is ensuring data privacy and
protecting user information. This section will discuss the measures that Saudi Arabia can
adopt to mitigate privacy concerns, including advanced encryption techniques,
decentralized data storage, and robust privacy regulations.



The Impact of CBDC on the Saudi Economy
CBDCs have the potential to significantly impact the Saudi economy:

e Economic Growth: By fostering innovation and improving financial inclusion, CBDCs
can contribute to economic growth.

e Efficiency: CBDCs can enhance the efficiency of transactions, reducing costs and
time associated with traditional payment systems.

e Investment: The introduction of CBDCs can attract investment in fintech and related
industries, boosting the overall economy.

Economic Growth and Development

CBDCs can serve as a catalyst for economic growth by driving innovation and increasing
access to financial services. This section will provide a detailed analysis of how CBDCs can
stimulate economic development, create new job opportunities, and contribute to the
overall prosperity of Saudi Arabia.

CBDC and Financial Inclusion

Financialinclusion is a key objective for CBDCs. In Saudi Arabia, CBDCs can provide
access to digital financial services for the unbanked and underbanked populations. By
leveraging CBDCs, Saudi Arabia can bridge the gap between different segments of society
and promote inclusive growth.

Bridging the Financial Inclusion Gap

Saudi Arabia faces significant challenges in achieving comprehensive financial inclusion.
This section will explore how CBDCs can address these challenges, including providing
digital financial services to remote and underserved communities, reducing transaction
costs, and enhancing financial literacy.

Legal and Regulatory Considerations for CBDC
Implementation

Implementing CBDCs requires a robust legal and regulatory framework. Saudi Arabia must
address various legal and regulatory aspects to ensure the successful adoption of CBDCs:

e Regulation: Establish clear regulations governing the issuance, distribution, and use
of CBDCs.



e Compliance: Ensure compliance with international standards and best practices.
e Security: Implement stringent cybersecurity measures to protect CBDCs from
potential threats.

Developing a Regulatory Framework

Creating an effective regulatory framework is crucial for the successful implementation of
CBDCs. This section will discuss the key elements of such a framework, including
regulatory oversight, compliance requirements, and international cooperation.

Case Studies: Examples of CBDC Implementations in
Other Countries

Examining CBDC implementations in other countries provides valuable insights for Saudi
Arabia. Notable examples include:

e China: The Digital Yuan has been successfully piloted in several cities,
demonstrating the feasibility of CBDCs for retail transactions.

e Sweden: The e-Krona project explores the potential of CBDCs to complement
existing payment systems and enhance financial inclusion.

e Bahamas: The Sand Dollar aims to provide digital financial services to remote and
underserved communities.

Lessons from Global CBDC Implementations

Saudi Arabia can learn from the experiences of other countries that have implemented
CBDCs. This section will provide detailed case studies of CBDC implementations in China,
Sweden, and the Bahamas, highlighting the lessons learned and best practices that Saudi
Arabia can adopt.



Conclusion and Recommendations

CBDCs can play a transformative role in the Saudi Arabian economy. By carefully navigating
the challenges and capitalizing on the opportunities, Saudi Arabia can unlock the full
potential of CBDCs and contribute to a more innovative and inclusive financial system.
Implementing CBDCs requires a comprehensive approach, including robust legal
frameworks, effective cybersecurity measures, and continuous research and development.
As Saudi Arabia pursues its CBDC journey, learning from global experiences and adapting
best practices will be crucial for success.

Strategic Recommendations

This section will offer strategic recommendations for Saudi Arabia's CBDC
implementation, including prioritizing financial inclusion, enhancing cybersecurity
measures, fostering innovation, and engaging in international cooperation.



