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LIBRA OVERVIEW 
 

What is Libra? 
Created by a consortium led by Facebook and built on 
blockchain technology, Libra is a stable digital currency token 
that seeks to disrupt the global financial industry by making 
transactions easy, secure, and cost effective. The Libra white 
paper, released on June 18, 2019, states that “The mission 
for Libra is a simple global currency and financial infrastructure 
that empowers billions of people.”1  
 
Set to launch in 2020, Calibra, the digital wallet for the 
currency, "will let you send Libra to almost anyone with a 
smartphone as easily and instantly as you might send a text 
message and at low to no cost," Facebook said in a press 
release.2 
 
Libra technology head David Marcus describes Libra as a new 
cryptocurrency designed for transactions ranging from 
micropayments (like paying bills, buying a cup of coffee, or 
riding public transit) to remittances without fees (“as easy to 
send money as an email”) as well as more exotic use cases like 
smart contracts, which could enable blockchain-based loans or 
insurance.3  

                                                      
1 https://libra.org/en-US/white-paper/#introduction 
2 https://newsroom.fb.com/news/2019/06/coming-in-2020-calibra/ 
 

 
Figure 1: Current founding members of the Libra Association  

 
The Libra Association 
Facebook has established a separate holding company, the 
Libra Association, which is an independent, not for profit (NFP) 
membership organisation headquartered in Geneva, 
Switzerland, whose purpose is to coordinate and provide a 
framework for governance for the Libra network.  

3 https://www.wired.com/story/ambitious-plan-behind-facebooks-

cryptocurrency-libra/ 

https://libra.org/en-US/white-paper/#introduction
https://newsroom.fb.com/news/2019/06/coming-in-2020-calibra/
https://www.wired.com/story/ambitious-plan-behind-facebooks-cryptocurrency-libra/
https://www.wired.com/story/ambitious-plan-behind-facebooks-cryptocurrency-libra/


 

2 
 

      

 
Initially launched with 28 members who each paid US$10 
million to become a validator (node operator), gain one vote on 
the council, and a share of the dividends from interest earnt on 
Libra’s asset reserves, the organisation’s goal is to reach 100 
members by the token’s target launch date in H1 2020, 
welcoming direct competitors to Facebook like Google and 
Twitter.4 
 
Members of the Libra Association must meet two of the 
following three requirements:   

• $1 billion USD market value or $500 million in customer 
balances 

• Reach 20 million people a year  

• Be recognized as a top 100 industry leader by a group 
like Interbrand Global or the S&P 

 

 
The Libra Currency 
One of the key issues impacting the adoption of Bitcoin as a 
payment platform is its extreme volatility, as seen in the 
following chart. Its wild price swings, slow settlement times, 
and limited transaction capacity vs traditional banking 
platforms makes Bitcoin currently unsuitable to be used as 
digital money for daily transactions. 
 
                                                      
4 https://techcrunch.com/2019/06/18/facebook-libra/ 

 
Figure 2: Bitcoin Price over past 4 years 

 
To address this price stability issue, Libra have adopted a 
stablecoin model that looks to replicate the SDR (special 
drawing rights) basket developed by the International 
Monetary Fund (IMF). The value of each Libra token will be 
pegged against a basket of the largest foreign currencies, 
including the US Dollar, Euro, and Yen, plus government bonds 
(e.g. US 10-yr treasury note).  

 
The following chart is the price of Tether since 2015. It is the 
largest stablecoin with a current market capitalisation of 
US$3.5bn. Tether’s price is pegged to the US Dollar, through 
holding an equivalent market capitalisation reserve of USD 
currency and other assets.5 
 

5 https://www.theblockcrypto.com/tiny/tether-quietly-updates-its-collateral-

breakdown-which-includes-cash-equivalents-and-third-party-loans/ 

https://techcrunch.com/2019/06/18/facebook-libra/
https://www.theblockcrypto.com/tiny/tether-quietly-updates-its-collateral-breakdown-which-includes-cash-equivalents-and-third-party-loans/
https://www.theblockcrypto.com/tiny/tether-quietly-updates-its-collateral-breakdown-which-includes-cash-equivalents-and-third-party-loans/
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Figure 3: Tether (USDT) price and market capitalisation since inception 

 

Significant governance issues with Tether have resulted in 
periods of high price volatility, with parent company Bitfinex 
currently under fraud investigations by the New York attorney 
general following allegations that they used a portion of 
Tether’s assets to cover an $850 million loss.6 
 

                                                      
6 https://cointelegraph.com/news/bitfinex-tether-formally-contest-us-court-

case-over-alleged-850-million-fraud; https://amun.com/research-
notes/2019/04/29/tetherandbitfinex/ 

The financial strength of Libra’s founding members, who 
include eBay, Visa, Mastercard, PayPal, and Uber, may attract 
Tether investors to switch to a safer stablecoin alternative.  
 

 
TECHNICAL OVERVIEW  
 
The Libra Blockchain  
The Libra blockchain is open-sourced, allowing software 
developers and organisations to build technology applications 
(Apps) that enable the everyday use of Libra tokens to make 
and receive payments through devices such as smartphones 
and laptop computers.  

 
Libra will start as a “permissioned blockchain”, with its 28 
founding members each responsible for operating a “node” 
that validates and confirms transactions. 
 
Permissionless networks, such as Bitcoin and Ethereum, differ 
by instead of having pre-selected members as a part of the 
validation process, anyone that meets the necessary technical 
requirements can operate a validation node without 
permission. While these networks do not yet have the scale, 
stability, and security needed to support the Libra project, the 

https://cointelegraph.com/news/bitfinex-tether-formally-contest-us-court-case-over-alleged-850-million-fraud
https://cointelegraph.com/news/bitfinex-tether-formally-contest-us-court-case-over-alleged-850-million-fraud
https://amun.com/research-notes/2019/04/29/tetherandbitfinex/
https://amun.com/research-notes/2019/04/29/tetherandbitfinex/
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goal is to switch Libra to a permissionless network within five 
years.  
 

How does validation work on a blockchain? 
The following image outlines the movement of digital money 
(e.g. Libra tokens) from Person A to Person B. It is essential to 
understand this process of validation and the role of node 
operators on a blockchain.  
 

 
Figure 4: How a blockchain works 

 
 

The role of a node operator (Libra Members) 
 

Node operators perform three important actions when 
validating transactions between two parties:  
 
1. They identify the specific digital currency tokens in Person 

A’s wallet that they wish to send to Person B. 
 
2. Using the token’s blockchain, node operators retrace the 

journey of these tokens from their original issue date, 
through wallets that formerly held them, and finally to their 
current location. They check the validity of transactions to 
ensure that Person B receives genuine digital currency 
tokens from Person A. 

 
3. Once verified, the transaction is completed by sending 

these tokens to Person B’s wallet. No additional settlement 
tasks are required, with the blockchain ledger now 
reflecting Person B’s wallet holding the tokens formerly 
held by Person A. 

 
How is the Libra Network governed?   
The Libra network is made up of a set of validators (founding 
members) who jointly contribute and govern the Libra 
Blockchain through a consensus mechanism called Byzantine 
Fault Tolerance (BFT). 
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The BFT consensus protocol functions by providing one vote for 
every validator (Libra member) on the network per transaction. 
These votes are then pooled together and the verdict to accept 
or reject the transaction is made. This consensus technique 
proves to be highly effective and resilient in preventing double 
spend attacks and malevolent forks by its ability to tolerate up 
to one third of the validators being compromised or acting 
dishonest.  
 
The BFT approach is also best suited for Libra’s use as a 
payment network with the capacity to handle high transaction 
throughput with minimal delay (low latency). It does not have 
the energy consumption issues of other blockchains, such as 
Bitcoin and Litecoin, that have adopted a “proof of work” 
validation methodology.  

 
How does the Libra Token work?  
 
1. Once a person meets the KYC/AML requirements (see p. x), 

they may purchase Libra tokens either in person (swapping 
cash for Libra tokens via a network of local retailers) or 
electronically (via bank funds transfer or through founding 
members Visa and Mastercard). The fiat used to convert 
cash into Libra coins is then stored in a large bank reserve 
made up of a basket of the most stable global currencies to 
enhance stability and trust for merchants and users of Libra.  

 

2. Libra tokens can be stored in the Calibra electronic wallet 
App or third party supporting wallet Apps. New 
smartphones such as the Samsung Galaxy S10 have an 
integrated digital wallet, while Apple and other phone 
manufacturers are expected to follow suit in 2020.  

 
3. Libra token holders can shop at participating retailers, or 

purchase items through advertisers on the 
Facebook/WhatsApp/Instagram platforms. 

 
4. When an item is purchased, the node validators ensure the 

delivery of genuine Libra tokens for payment by reviewing 
the immutable blockchain ledger. 

5. Libra tokens can be exchanged back into cash at any time 
for minimal fees.  

 
WHY DIGITAL MONEY? 
 
Global Banking  
According to the World Bank, over 1.7 billion people living in 
developing economies do not have a bank account, but more 
than two-thirds of them have a mobile phone. The Libra 
network will allow people to download a Libra App that acts as 
their bank account, allowing them to easily send, receive, and 
save Libra tokens. 
 
Developing markets regularly experience prolonged periods of 
significant inflation, which destroys the local-currency savings 
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of their citizens. Attempts to control the decline of local 
currencies by a country’s central bank during inflationary 
periods almost always involves restrictions on switching local 
currency into foreign currency (traditionally the USD) or gold. 
  
Digital money makes it easier for citizens to switch their savings 
into a basket of more stable currencies through their digital 
wallet, with no additional paperwork or settlement 
requirements. This, however, will create a significant challenge 
to the role of the central bank7, limiting its control over local 
currency selling, particularly during financial crises.  
 
Global Remittances 
Remittances reached an estimated US$700bn in 20188, with 
80% sent to low-to-middle income countries. Remittance 
network providers (such as MoneyGram and Western Union) 
typically charge fees averaging 7% per transaction, generating 
over US$50bn in fees per year.  
 
By reducing such fees, digital money transacted through 
blockchain technology will drive massive disruption in the 
remittances industry, and is supported by the United Nations 
as part of their 2030 Sustainable Development Goal of lowering 
remittance fees to below 3%.9 More established blockchain 

                                                      
7 https://www.theguardian.com/technology/2019/jun/23/facebook-libra-

cryptocurrency-poses-risks-to-global-banking 
8 https://www.xpressmoney.com/blog/unwind/adieu-2018-hello-2019/ 
9 https://sustainabledevelopment.un.org/sdg10 

operators such as Ripple10 and Stellar11 have partnered with 
large remittance operators, while new players TransferWise 
and Revolut are already disrupting leading remittance market 
leaders.  
 
Facebook has built an audience of over 1 billion users across 
major developing markets, many of whom use their platforms 
as their primary communication tool to stay connected to 
family and friends across the world. If Facebook can secure the 
necessary licences and regulatory approval as well as gain the 
trust of their user base to handle financial payments, Facebook 
could quickly secure significant market share.  
 
 
Asset-Based Lending  
Digital money that is backed by real assets, such as money in an 
account or bullion, can be used as collateral for personal or 
business loans. This is particularly important in developing 
markets, where access to credit is extremely limited for the 1.7 
billion people without a bank account or credit history.12 Local 
financial institutions could provide credit for Libra holders, with 
loans collateralised against the value of their Libra token 
savings.  
 

10 https://www.coindesk.com/ripple-could-invest-up-to-50-million-in-

moneygram-in-xrp-boosting-deal 
11 https://www.stellar.org/blog/global-partnerships/ 
12 https://globalfindex.worldbank.org/ 

https://www.theguardian.com/technology/2019/jun/23/facebook-libra-cryptocurrency-poses-risks-to-global-banking
https://www.theguardian.com/technology/2019/jun/23/facebook-libra-cryptocurrency-poses-risks-to-global-banking
https://www.xpressmoney.com/blog/unwind/adieu-2018-hello-2019/
https://sustainabledevelopment.un.org/sdg10
https://www.coindesk.com/ripple-could-invest-up-to-50-million-in-moneygram-in-xrp-boosting-deal
https://www.coindesk.com/ripple-could-invest-up-to-50-million-in-moneygram-in-xrp-boosting-deal
https://www.stellar.org/blog/global-partnerships/
https://globalfindex.worldbank.org/
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This is an attractive option for small business owners, who 
could use their Libra token balances (savings) as collateral to 
finance their working capital requirements through a lending 
facility. If product sales payments are also received in Libra 
tokens, interest and principal repayments can be made 
automatically as new tokens are received into their Libra 
account.  
 
Global Advertising and Sales Channel 
Facebook Marketplace was launched in 2016, creating a sales 
channel that replicates product offerings of eBay (Google) and 
Amazon. Facebook also advertises products that can be 
purchased through their Facebook and Instagram platforms. 
With 2.5 billion monthly users (June, 2018), 35% of whom are 
under 35, up to 85 million businesses actively use their 
platforms to generate sales revenue. 
Customers (personal and business) using the Libra payments 
platform should benefit from the following: 
- Lower transaction fees, removing banking system costs 
- Better working capital management, with payment 

received at the point of sale on the platform, eliminating the 
need to provide credit 

- Greater discounts from improved payment processes— 
Facebook is likely to pressure advertisers to pass along 
savings to try and beat competitors like Amazon on price 

- Rewards directly from Facebook or other Libra members to 
attract volume to Libra token transactions. 

- Access to Facebook’s 2.5 billion global customers offering 
highly targeted sales and advertising by region and age 

- Simple integration with affiliated service providers, such as 
eBay, Uber/Lyft, Coinbase   

- Cheaper delivery costs from integration of logistics 
platforms into the wider global network  

 
Global Payments Platform  
As we approach the early 2020s, we are witnessing an 
avalanche of new technologies that need a payments platform 
that can efficiently process transactions in real-time for 
minimal execution cost. Digital money’s utilization of 
blockchain technology makes it well-suited to meet this 
requirement, removing the cost layer of the traditional banking 
system. In Australia alone, banks earnt over $13 billion from 
transaction fees in 2018.  
 
One sector that will face enormous technology disruption will 
be the US$15 trillion global logistics industry. As 5G data 
networks come online from 2019 onwards, individual products 
can be tagged with an IoT (Internet-of-Things) device, allowing 
real-time tracking as they move across the global logistics 
network.  
 
Each IoT device can also connect to its own digital wallet 
holding a portion of the customer’s funds at the time of 
purchase. As it moves through the hands of different logistics 
operators, the IoT device can autonomously make payments to 
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each service provider once they complete their portion of the 
logistics chain.  
 
Amazon have launched parcel delivery services using drone 
technology that will further lower logistics costs, especially in 
the high-cost last-mile portion of the logistics chain. It’s likely 
Facebook will follow, taking advantage of the Libra token 
payment network to disrupt traditional logistics providers 
through cheaper prices. 
 
AI-enabled machines will also be connected to payment 
networks through their own digital wallets, much like the IoT 
device example above. They will have the ability to receive 
payment in real-time for services performed, whilst 
autonomously “spending digital money” for costs such as 
recharging or ordering spare parts. This is particularly relevant 
as autonomous vehicles and taxis proliferate over the next 
decade.   

 
IS LIBRA A TRUE STABLE COIN? 
 
The Libra token is an improvement on the lack of stability of 
earlier digital money such as Bitcoin, but its major flaw lies in 
the relationship it maintains with the current fiat banking 

                                                      
13 https://www.reuters.com/article/us-ecb-policy-draghi-qe/ecb-can-restart-qe-

if-needed-but-unlikely-this-year-draghi-idUSKCN1PM1RP; 
https://www.forbes.com/sites/pedrodacosta/2019/06/19/remember-qe-fed-
bond-buys-could-be-back-sooner-than-you-think/#34fd947353f8 

system through its asset-backed reliance on a basket of the 
largest global currencies and treasury bonds.  
 
Global central banks are again signalling their intention to 
restart Quantitative Easing monetary policies in response to 
slowing global growth.13 Whilst Libra’s token price may remain 
stable, its purchasing power will almost certainly decline as a 
result of re-accelerating monetary printing (debasing 
currencies by increasing the supply of money), negatively 
impacting the assets held in Libra’s currency basket.  
 

ALTERNATIVES TO LIBRA’S ASSET-BACKED SOLUTION 
 
China’s mobile phone payments reached US$26 trillion in 2018, 
up from $300bn in 2015, and is now 90x the size of the US 
market.14 With Facebook banned from operating in China, the 
dominance of Alibaba and Tencent in China’s enormous 
domestic mobile payments market (93% market share) will 
likely see them challenge Facebook globally through the launch 
of digital money offerings.    
 
An alternate approach being considered in China, Russia, Iran, 
Turkey, and possibly India, is gold bullion-backed digital money. 
Malaysia’s Prime Minister Mahathir Mohamad also recently 

14 https://www.nextbigfuture.com/2018/01/chinas-mobile-payments-volume-

could-exceed-global-credit-card-volume-in-2018.html 

https://www.reuters.com/article/us-ecb-policy-draghi-qe/ecb-can-restart-qe-if-needed-but-unlikely-this-year-draghi-idUSKCN1PM1RP
https://www.reuters.com/article/us-ecb-policy-draghi-qe/ecb-can-restart-qe-if-needed-but-unlikely-this-year-draghi-idUSKCN1PM1RP
https://www.forbes.com/sites/pedrodacosta/2019/06/19/remember-qe-fed-bond-buys-could-be-back-sooner-than-you-think/#34fd947353f8
https://www.forbes.com/sites/pedrodacosta/2019/06/19/remember-qe-fed-bond-buys-could-be-back-sooner-than-you-think/#34fd947353f8
https://www.nextbigfuture.com/2018/01/chinas-mobile-payments-volume-could-exceed-global-credit-card-volume-in-2018.html
https://www.nextbigfuture.com/2018/01/chinas-mobile-payments-volume-could-exceed-global-credit-card-volume-in-2018.html


 

9 
 

      

floated the idea of creating a gold-backed common trading 
currency for all of East Asia.15 
 
Gold is expected to perform well over the next decade, 
following efforts from the Chinese, as well as the Basel III 
reforms16, to return gold to tier-1 asset status in the global 
banking system. The US Dollar share of global trade will likely 
continue to decline, causing heightened trade and political 
tension, particularly between the US, Russia, Iran, and China.  
 
A key goal of countries currently facing US sanctions, including 
China, Russia, Iran, Turkey, Syria, Venezuela, and India is to 
switch energy payments out of Petrodollars into their own local 
currencies, allowing them to bypass the US$ Swift banking 
system. Expect political tension in the Middle East and Asia to 
worsen while this transition takes place over the next few 
years. Saudi Arabian oil giant ARAMCO disclosed it has US$1 
billion of Chinese Renminbi on its financial accounts following 
a recent $12 billion bond offering, fuelling speculation they may 
have already started shifting payments away from the 
Petrodollar system towards China.  

                                                      
15 https://www.rt.com/business/460698-malaysia-proposes-gold-forex-

currency/ 
16 https://www.ainsliebullion.com.au/mobile/gold-silver-bullion-news/basel-iii-

comes-into-effect-today-e2-80-93-what-does-it-mean-for-gold-
/tabid/155/a/1993/default.aspx 
17 https://www.mondialisation.ca/trading-oil-for-gold-chinas-gold-backed-petro-

yuan-market-threatens-the-us-dollar/5609873; 
https://nomadcapitalist.com/2018/08/30/gold-backed-currency/ 

China is looking to accelerate the use of the Renminbi in global 
trade and investment through the development of its Chinese 
Gold Trade Note17 and offshore Panda Bonds. The Gold Trade 
Note allows foreign countries/companies to make and receive 
payments for goods and services using the Renminbi, but also 
provides the option to switch their currency holdings into asset-
backed Gold Trade Notes while receiving interest income.  
 
As the Chinese Renminbi builds market share, a liquid Gold 
Trade Note market will also allow OBOR partners (126/195 
global countries) to gradually switch their FX reserves away 
from US Treasury bonds into Chinese Gold Trade Notes. 
Chinese Panda Bonds, Renminbi-denominated bonds sold 
internationally, while making up less than 5% of global bond 
markets, are also slowly gaining traction in global capital 
markets.18 
 
Creating a liquid digital asset to facilitate cross-border and 
domestic transactions with the same underlying hard-asset 
backing of gold bullion is of real interest to Russia19, Iran20 and 

18https://www.google.com/search?q=chart+panda+bond+sales&rlz=1C1ZKTG_e

nAU814AU814&source=lnms&tbm=isch&sa=X&ved=0ahUKEwiwjtH9k4njAhXRQ3
0KHWPmCTQQ_AUIEygE&biw=1564&bih=901#imgrc=_lKvuYfthA1TCM: 
19 https://www.coindesk.com/russian-central-bank-to-consider-gold-backed-

cryptocurrency 
20 https://www.coindesk.com/gold-backed-cryptocurrency-launched-by-iranian-

banks-report 

https://www.rt.com/business/460698-malaysia-proposes-gold-forex-currency/
https://www.rt.com/business/460698-malaysia-proposes-gold-forex-currency/
https://www.ainsliebullion.com.au/mobile/gold-silver-bullion-news/basel-iii-comes-into-effect-today-e2-80-93-what-does-it-mean-for-gold-/tabid/155/a/1993/default.aspx
https://www.ainsliebullion.com.au/mobile/gold-silver-bullion-news/basel-iii-comes-into-effect-today-e2-80-93-what-does-it-mean-for-gold-/tabid/155/a/1993/default.aspx
https://www.ainsliebullion.com.au/mobile/gold-silver-bullion-news/basel-iii-comes-into-effect-today-e2-80-93-what-does-it-mean-for-gold-/tabid/155/a/1993/default.aspx
https://www.mondialisation.ca/trading-oil-for-gold-chinas-gold-backed-petro-yuan-market-threatens-the-us-dollar/5609873
https://www.mondialisation.ca/trading-oil-for-gold-chinas-gold-backed-petro-yuan-market-threatens-the-us-dollar/5609873
https://nomadcapitalist.com/2018/08/30/gold-backed-currency/
https://www.google.com/search?q=chart+panda+bond+sales&rlz=1C1ZKTG_enAU814AU814&source=lnms&tbm=isch&sa=X&ved=0ahUKEwiwjtH9k4njAhXRQ30KHWPmCTQQ_AUIEygE&biw=1564&bih=901#imgrc=_lKvuYfthA1TCM:
https://www.google.com/search?q=chart+panda+bond+sales&rlz=1C1ZKTG_enAU814AU814&source=lnms&tbm=isch&sa=X&ved=0ahUKEwiwjtH9k4njAhXRQ30KHWPmCTQQ_AUIEygE&biw=1564&bih=901#imgrc=_lKvuYfthA1TCM:
https://www.google.com/search?q=chart+panda+bond+sales&rlz=1C1ZKTG_enAU814AU814&source=lnms&tbm=isch&sa=X&ved=0ahUKEwiwjtH9k4njAhXRQ30KHWPmCTQQ_AUIEygE&biw=1564&bih=901#imgrc=_lKvuYfthA1TCM:
https://www.coindesk.com/russian-central-bank-to-consider-gold-backed-cryptocurrency
https://www.coindesk.com/russian-central-bank-to-consider-gold-backed-cryptocurrency
https://www.coindesk.com/gold-backed-cryptocurrency-launched-by-iranian-banks-report
https://www.coindesk.com/gold-backed-cryptocurrency-launched-by-iranian-banks-report
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possibly China21, who have either launched or are discussing 
plans to launch gold-backed cryptocurrencies in 2019 and 2020. 
Unlike Libra, whose purchasing power will likely weaken as a 
result of monetary printing in their basket assets, gold-backed 
token holders will benefit from the traditional inflation 
protection offered by monetary metals.  
 
As the security token (STO) market develops over the next few 
years, it’s likely that China will simplify trading in both Panda 
Bonds and Gold Trade Notes by tokenizing transactions. These 
tokens could then also conceivably be used as asset-backed 
digital money.  

 
KEY ISSUES IMPACTING THE ADOPTION OF DIGITAL 
MONEY 
 
1. Government Regulations  
 
As a large US-based company, Facebook is prepared for a 
serious battle ahead to successfully get Libra up and running by 
mid-202022, especially leading into US elections in 18 months. 
This fight starts in mid-July with US House Financial Services 
Committee and Senate Banking Committee hearings. Many US 
politicians, some of whom receive campaign contributions from 
banks or Facebook competitors, are publicly calling for Libra to 

                                                      
21 https://www.cryptopolitan.com/russia-buying-building-a-gold-backed-

cryptocurrency-former-minister/ 

be shut down. One gets the impression that the circus has just 
arrived in Washington! 
  
The Libra Association Council, based in Switzerland, is the 
ultimate owner and operator of the Libra blockchain network, 
so US pressure will likely initially be applied through the Swiss-
based Bank of International Settlements (BIS) who oversee the 
banking industry. The US could possibly start by legislating that 
Libra tokens are illegal to transact or own within the United 
States, but this would only impact 10% of Facebook’s 2.5 billion 
customers.  
 
Projecting restrictive US legislation to stop or delay the launch 
of Libra worldwide will be extremely difficult, outside of 
traditional ally nations, especially given Facebook’s footprint in 
developing markets.  
 
A determined US could, however, present the case that Libra 
threatens global central banks’ ability to limit capital flight 
controls during monetary crises, allowing citizens to easily 
switch their savings into foreign currency through Libra tokens. 
This is probably the most likely tactic to slow the launch of 
Libra, allowing regulators more time to consider if additional 
restrictions are required. 
 

22 https://www.cnbc.com/2019/06/20/facebook-libra-cryptocurrency-faced-

with-central-bank-warnings.html 

https://www.cryptopolitan.com/russia-buying-building-a-gold-backed-cryptocurrency-former-minister/
https://www.cryptopolitan.com/russia-buying-building-a-gold-backed-cryptocurrency-former-minister/
https://www.cnbc.com/2019/06/20/facebook-libra-cryptocurrency-faced-with-central-bank-warnings.html
https://www.cnbc.com/2019/06/20/facebook-libra-cryptocurrency-faced-with-central-bank-warnings.html
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Facebook have done extremely well attracting a team of world-
class companies as founding members of the Libra Association. 
If it meets the goal of 100 members by 2020, targeting global 
leaders across all industries, we could face the unique situation 
where the corporate world is in a position to challenge 
governments and banks for control over the future of money.  
 
Of particular interest is the July 1st  announcement from 
Russia’s Ministry of Finance that they would not issue any 
special regulations for Libra to operate within the Russian 
economy.23  
 

 
Figure 5: Top 10 countries with the most Facebook users 

                                                      
23 https://www.coindesk.com/russia-wont-ban-facebooks-libra-currency-deputy-

finance-minister-says 

2. Bypassing the current fiat banking system 
 
The global banking industry (commercial and central banks) is 
likely to actively work against the adoption of digital assets such 
as the Libra token, primarily because they bypass the 
traditional banking industry platforms.  
 
Payments-related businesses have consistently been a 
relatively stable source of income for banks. In 2012, banks 
generated US$524bn in transaction and account-specific 
revenues (including card fees, account maintenance fees, and 
spread revenues). This represented over 25% of all global 
banking revenue, and is expected to reach $1.1 trillion by 
2022.24 
 
A little-known fact is that the US Federal Reserve is actually 
owned by the largest US banks, including JP Morgan and 
Goldman Sachs. Member banks hold stock in the twelve 
Federal Reserve Banks and earn annual dividends, while also 
appointing six of the nine members of each Fed Bank's board of 
directors. By using blockchain technology, digital money will 
cause enormous disruption to the entire global banking system, 
slashing transaction costs by automating the validation and 
trust process. With the banks controlling each of the individual 
Fed boards, this could be a key battleground for Facebook and 
the other Libra members to win.  

24 https://thefinanser.com/2013/11/swift-commission-a-payments-report-from-

bcg.html/ 

https://www.coindesk.com/russia-wont-ban-facebooks-libra-currency-deputy-finance-minister-says
https://www.coindesk.com/russia-wont-ban-facebooks-libra-currency-deputy-finance-minister-says
https://thefinanser.com/2013/11/swift-commission-a-payments-report-from-bcg.html/
https://thefinanser.com/2013/11/swift-commission-a-payments-report-from-bcg.html/
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3. Know-Your-Client (KYC) and Anti-Money Laundering (AML) 
regulations 
 
A consistent argument from governments and the banking 
industry since Bitcoin first emerged in 2009 is that digital assets 
enable money launderers and criminals to more easily move 
funds undetected, particularly across international borders.  
 
To comply with anti-money laundering regulations that require 
traceability of funds, transactions on the Libra blockchain will 
be unencrypted, allowing third parties to do analysis to detect 
and penalize fraud.25 Assisting Facebook’s extensive experience 
with AML are Libra Association members Visa and Mastercard, 
which should provide regulators with assurance that Libra has 
the necessary technical expertise to meet AML regulations.  
 
Libra is addressing the issue of KYC through the customer on-
boarding process, requiring all new users to provide 
government approved identification during the account signup 
phase. Existing Facebook/WhatsApp/Instagram accounts with 
verified ID will also meet KYC requirements. Wallets receiving 
Libra tokens will also likely need KYC approval prior to 
settlement.  
 
 
 

                                                      
25 https://www.coindesk.com/theres-a-second-token-a-breakdown-of-

facebooks-blockchain-economy 

4. Data and Token asset security 
 
The Western media would have us believe Facebook is in 
terminal decline as a result of its abysmal record of customer 
data abuse and breaches.26 While their US and Canada users 
grew by 4% and 1% respectively for 2017 and 2018, global 
usership increased by 17% and 10% respectively over the same 
periods.   
 

 
Figure 6: Facebook’s monthly active users by region 

 

26 https://www.nbcnews.com/tech/tech-news/facebook-s-2018-timeline-

scandals-hearings-security-bugs-n952796 

https://www.coindesk.com/theres-a-second-token-a-breakdown-of-facebooks-blockchain-economy
https://www.coindesk.com/theres-a-second-token-a-breakdown-of-facebooks-blockchain-economy
https://www.nbcnews.com/tech/tech-news/facebook-s-2018-timeline-scandals-hearings-security-bugs-n952796
https://www.nbcnews.com/tech/tech-news/facebook-s-2018-timeline-scandals-hearings-security-bugs-n952796
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CEO Mark Zuckerberg has promised to improve Facebook’s 
poor record of customer protection with a “shift to private, 
encrypted services.”27 Time will tell if he is successful. The key 
challenge for Libra will be distancing itself from Facebook’s 
current customer trust issues28 and emphasizing that Facebook 
will have only one vote out of 100 possible members by 2020.  
 
Facebook’s goal is to monetize its gigantic 2.7 billion customer 
base through selling them products and services over the FWI 
(Facebook/WhatsApp/Instagram) platforms, no different than 
other global retailers such as Amazon. Facebook understand 
their negative image would severely limit the adoption if Libra 
was 100% Facebook-owned, and have therefore created an 
NFP structure in an equal partnership with other global 
corporations—an incredibly smart move.   
 
5. Support from China/India/Emerging Markets  
 
This is the big challenge. Facebook, WhatsApp and Instagram 
are not permitted in China, preventing them from connecting 
with the enormous Chinese market.   
 
China and Russia are determined to unseat the US Dollar as the 
current king of the global financial system, principally through 

                                                      
27 https://www.facebook.com/notes/mark-zuckerberg/a-privacy-focused-vision-

for-social-networking/10156700570096634/ 
 

bringing hard-asset back to money via gold-backed 
cryptocurrencies and trade notes. With a likely high weighting 
in US Dollars within the Libra token’s currency basket, China 
may apply pressure on other OBOR countries to stop or delay 
Libra in favour of a gold-backed monetary system. 
 
India is currently preparing a bill banning all cryptocurrencies, 
while at the same time allowing the government to launch a 
digital Rupee. As Facebook’s largest market with 260 million 
users, it’s hard to see Libra gaining the necessary licences to 
operate in India given their strong opposition to digital money 
not directly under central government control.  
 
6. How will Asia respond? 
 
Korean technology giant Samsung was the first mobile phone 
manufacturer to integrate a digital wallet into their Galaxy S10 
phone series. Competitor LG Group was rumoured in December 
2018 to have launched their own digital asset, with staff at LG’s 
Science Park headquarters using the digital currency to pay at 
stores and restaurants in the complex.29 LG are also believed to 
have integrated Klatyn, the digital ledger platform of Korean 
messenger app Kakao, allowing them to integrate blockchain 
technology into their next series of mobile handsets.  

28 https://www.huffingtonpost.com.au/entry/facebook-users-data-trust-

polling_n_5c267e13e4b08aaf7a904697 
29 https://cryptonews.com/news/lg-reportedly-working-on-secret-crypto-

project-3079.htm 

https://www.facebook.com/notes/mark-zuckerberg/a-privacy-focused-vision-for-social-networking/10156700570096634/
https://www.facebook.com/notes/mark-zuckerberg/a-privacy-focused-vision-for-social-networking/10156700570096634/
https://www.huffingtonpost.com.au/entry/facebook-users-data-trust-polling_n_5c267e13e4b08aaf7a904697
https://www.huffingtonpost.com.au/entry/facebook-users-data-trust-polling_n_5c267e13e4b08aaf7a904697
https://cryptonews.com/news/lg-reportedly-working-on-secret-crypto-project-3079.htm
https://cryptonews.com/news/lg-reportedly-working-on-secret-crypto-project-3079.htm
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Following the launch of Libra, both Alibaba and Tencent 
announced that they still do not have any plans to launch their 
own cryptocurrency. Yan Meng, vice president of the Chinese 
Software Developer Network, commented that WeChat and 
AliPay have  an enormous advantage over other global mobile 
payment providers given China is 90% of the global mobile 
payments market. Addressing likely digital asset adoption in 
China, he stated that “China already had a well-established 
payments settlement network so there may not be real 
demand for having a crypto stablecoin now.”30 
 
7. How Amazon will respond 
 
As the world’s leading online retailer, Paul Gaulthier, vice 
president of Amazon Pay, stated on June 10th that Amazon 
would only consider creating its own cryptocurrency like Libra 
“in a few years’ time.”31 This however, does not preclude 
Amazon’s joining the Libra Association and contributing to its 
development, given shareholding structure-only permits.  

 
 
 
 
 

                                                      
30 https://www.coindesk.com/chinas-biggest-payment-firms-have-no-plans-to-

follow-facebook-into-crypto 

WHAT DOES IT MEAN FOR FACEBOOK? 
 
Platforms Overview  

 

FACEBOOK 
1.5 billion daily/2.5 billion monthly active users 
8/10 users in emerging markets 
60 million active business users 
Mobile is 80% of ad revenues 

30% users age 25-34 

 

WHATSAPP 
450 million daily/1.5 billion monthly active users  
Operating in 180 countries, 8 of top 9 in emerging markets—
20% total Brazil, 8% India 
70% users active every day, 23x per day average 
1 million new users added per day 

3 million companies using WhatsApp business App 

 

INSTAGRAM 
1 billion active monthly users, 63% use every day 
75% customers age 18-24  
35% have purchased online through Instagram 
25 million brands advertise 
Brand engagement 10x Facebook  

31 https://cointelegraph.com/news/amazon-pay-vp-says-no-current-plans-to-

create-crypto-we-dont-deal-in-the-speculative 

https://www.coindesk.com/chinas-biggest-payment-firms-have-no-plans-to-follow-facebook-into-crypto
https://www.coindesk.com/chinas-biggest-payment-firms-have-no-plans-to-follow-facebook-into-crypto
https://cointelegraph.com/news/amazon-pay-vp-says-no-current-plans-to-create-crypto-we-dont-deal-in-the-speculative
https://cointelegraph.com/news/amazon-pay-vp-says-no-current-plans-to-create-crypto-we-dont-deal-in-the-speculative
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If regulatory approval can be obtained for the launch of Libra, 
it would likely have a significant positive impact on Facebook’s 
earnings over the next five years due to the following reasons: 
 
1. Monetisation of the FWI (Facebook/WhatsApp/Instagram) 

community through migration of additional retail sales onto 
their platforms. With 2.7bn monthly active users, FWI is the 
largest online community in the world.  

 
2. FWI could grow their user base even further if the Libra 

payment token becomes widely accepted, allowing them to 
offer better pricing than key rival Amazon due to member 
discounts and lower transactional costs.  

 
3. Higher advertising spend. The FWI platform allows 

advertisers to target particular global regions or age groups. 
Companies looking to sell or advertise to these specific 
demographics may choose FWI over other platform 
operators because of higher brand engagement, 
particularly if Libra becomes widely adopted on the 
network.  

 
4. Lower transaction costs for product sales that use Libra, 

making it more attractive for companies to migrate a 
greater volume of their sales to the FWI platform. 
Integration of logistics operators into the payments 

                                                      
32 Note 3 
33 https://www.investopedia.com/terms/s/smart-contracts.asp 

platform through the use of IoT technology will deliver 
further cost savings for Libra users.  

5. Interest income from the Libra Association, however this is 
likely to remain small given it will be equally shared amongst 
the 100 planned members.  

 
6. The Libra blockchain will eventually include smart 

contracts32, which are self-executing contracts with the 
terms of the agreement between buyer and seller directly 
written into lines of code.33 Smart contracts adoption by 
Libra will allow AI and IoT technology platforms to 
autonomously make and receive payments according to the 
terms of the contract. This is a significant driver in IHS 
Markit’s forecast of blockchain business value growing from 
US$2.5bn in 2017 to US$2 trillion by 2030.34  

 
How does Libra impact the cryptocurrency ecosystem?   
The general sentiment within the digital asset community is 
that Libra has been well received, with cryptocurrency markets 
rallying 35% in the 10 days following the June 18th Libra 
announcement. While much of this is likely related to 
misguided expectations that the US/China trade war will settle 
(we believe this is a multi-decade battle around the US Dollar 
losing its reserve currency status), some of the price gains will 
almost certainly be attributed to investor realisation that 
blockchain technology and digital assets have a very strong 

34 https://technology.ihs.com/605286/global-blockchain-business-value-to-

reach-2-trillion-by-2030-ihs-markit-says 

https://www.investopedia.com/terms/s/smart-contracts.asp
https://technology.ihs.com/605286/global-blockchain-business-value-to-reach-2-trillion-by-2030-ihs-markit-says
https://technology.ihs.com/605286/global-blockchain-business-value-to-reach-2-trillion-by-2030-ihs-markit-says
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future user case of lowering transaction costs, particularly for 
remittance payments and bank transfers.  
 
Kyle Samani of Multicoin Capital stated that “The value 
proposition [for Libra] is clear: discounts through merchant 
partners like Uber and Lyft and Spotify (and many more to be 
announced).” He also commented that “For the unbanked, it’s 
the chance to use a currency that is potentially more stable 
than their country’s national currency.”35  
 
Says Joey Krug, an investment officer at Pantera Capital, “Libra 
has stated the underlying network will have pseudonymous 
addresses just like any other crypto network, which means 
exchanges can list Libra, effectively making it an on-ramp for all 
of crypto,”36 which could bring investors’ capital to other digital 
assets, including Bitcoin.   

 
CONCLUSION  
We believe that the enormous hype surrounding Facebook’s 
Libra token will further accelerate the speed of adoption of 
digital money (on blockchain technology) in the near future, 
primarily due to its potential to deliver cost savings and 
productivity improvements. The big challenge over the next 12 
months will be Libra’s success in fighting regulators to gain 
acceptance, particularly given the enormous disruption Libra 
poses to central banks and their monetary policy.  

                                                      
35 https://www.coindesk.com/will-facebooks-libra-be-an-on-ramp-or-dead-end-

for-crypto 

 

If we accept that the technology can safely deliver substantial 
transactional cost savings, it seems inevitable that digital 
money will eventually be widely used by individuals and 
businesses. This is especially true as we begin a technology 
revolution, with IoT, AI, Blockchain, and 5G networks all 
converging over the next decade.  
 
With China owning over 50% of AI and blockchain patents, it’s 
certain they will develop their own digital currencies. Their 
stated intention to replace the US Dollar with gold as the 
reserve currency of the world makes it likely they will choose a 
hard-asset backing to their preferred digital money over a US 
Dollar-dominant product whose purchasing power will decline 
dramatically as central banks restart Quantitative Easing 
policies in late 2019.  
 
Finally, we see the enormous opportunity for 1.7 billion people 
in developing markets who can join the banking system for the 
first time, allowing them to build savings, a credit record, and 
eventually access to personal and small business loans. With 
developing markets expected to drive global economic growth 
over the 21st century, access to new financial is especially 
critical.  
 
 

36 Note 35 

https://www.coindesk.com/will-facebooks-libra-be-an-on-ramp-or-dead-end-for-crypto
https://www.coindesk.com/will-facebooks-libra-be-an-on-ramp-or-dead-end-for-crypto
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cryptocurrency-works/ 
https://ftalphaville.ft.com/2019/06/19/1560920406000/Facebook-
s-Libra-will-not-help-the-unbanked/ 
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remittances-cheaper-than-whatsapp-pay/ 
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