CAPACITARTE

Es ser lider de tu vida




/ \
A

CAPACITARTE

SUPPLEMENTARY MATERIAL

The Truth About The Death Of Cash’

Will cash disappear? Many technology cheerleaders believe so, but as Rose Eveleth
discovers, the truth is more complicated.

By Rose Eveleth. 24 July 2015

It's a hot summer day in 2025 and you're wrapping up a long meeting at the
office. Several of your colleagues have attended the meeting from home, their
faces and bodies projected as holograms into seats at the table. But you came
into the office, and were rewarded with a nice array of meeting snacks - slices of
lab-grown salami and grapes. Afterwards, you step out of the office to grab
some fresh air and a coffee. On the street the cars are driving themselves, and
people with internet connected retinal implants walk past, checking the scores
and their stocks as they go.

You order a latte with soy milk — the only kind of milk that’s affordable any more
after the collapse of the dairy industry. You reach into your wallet, and pull out a
few bills, folded and slightly crumpled on the edges, smoothing them before
you feed them into the robot barista’s money slot.

Wait. Crumpled bills? Isn’t this supposed to be the future? Nobody is going to
use cash in 10 years, right?

! Extracted from http://www.bbc.com/future/story/20150724-the-truth-about-the-
death-of-cash
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If you take a closer look at the evidence, it’s a bit premature to
predict cash’s disappearance

Not quite. It's tempting to forecast the demise of cash. In fact, people have been
predicting the end for physical money for nearly 60 years. With the rise of credit
cards, contactless payments and cryptocurrencies like Bitcoin the death knells
have only gotten louder. It may seem like physical money could soon be a
thing of the past, but if you take a closer look at the evidence - and the
intriguing psychological relationship we have developed with notes and coins -
you'll find that it’s a bit premature to predict cash’s disappearance.

In the US, cash in circulation grew 42% between 2007 and 2012

Physical money has been with us for thousands of years for a reason. Cash is
essentially untraceable, it's easy to carry, it's widely accepted and it's reliable. If
the power goes out, or there’s a blip in the electronic systems that make the
online commerce world go round, cash is there. If someone wants to buy
something without anybody tracing it back to her, cash is the way to do it. If
someone wants to be certain that their form of payment will be accepted, cash
is the best bet. Even with advances in technology, some of the aspects of cash
simply aren’t reproducible with bits just yet.



http://www.pewinternet.org/2012/04/17/main-findings-the-future-of-money/
http://www.pewinternet.org/2012/04/17/main-findings-the-future-of-money/
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Cash is essentially untraceable, it’s easy to carry, it's widely
accepted and it’s reliable

There is simply no alternative system of payment that is as convenient, reliable
and anonymous. Bitcoin is anonymous, but currently unstable and
inconvenient. Credit and debit cards are widely accepted, but they instantly
connect your purchases with your person. Peer-to-peer payment systems like
Paypal or Venmo require apps and accounts, and are still easily traceable.

Then there’s the question of global reliability. In the case of American money,
cash has value beyond the borders of the country. In fact, two thirds of cash
holdings in American dollars exist outside the country. People store up cash for
emergencies, to keep a safety net, and to ensure that whatever happens, their
wad of cash will be there for them.

Is cash really on the way out?

While technology is trying to design a system that has all the components that
cash does, it's simply not there yet. Which is why, when you look at the statistics
we have on cash use around the world, paper and coin isn’t doing too badly
after all.


http://ichef.bbci.co.uk/wwfeatures/1600_900/images/live/p0/2x/x8/p02xx873.jpg

Number crunching

It's difficult to put a number on just how much cash is used day-to-day across
the globe. One of cash’s key attributes is how hard it is to track. Still, the data
that does exist gives us a glimpse.

Two thirds of cash holdings in America exist outside the
country

The first way to estimate cash use is to calculate how much of it is in circulation.
By this measure, cash is far from disappearing. In the United States, cash in
circulation grew 42% between 2007 and 2012, and the amount of American
money floating around in bills and coins is expected to grow by about 5% each
year. The average growth globally is 7% per year, according to Eric Ziegler,
President of the Security Technologies Group at Crane Currency, which
manufactures notes.

However, that's not the same as how much cash is actually changing hands in
daily transactions. “Nobody has a way of going into the economy and counting
how many bills are out there and the value of those bills,” says Daniel Wilson, an
economist with the Federal Reserve Bank of San Francisco. “We don’t know
exactly how many cash transactions are occurring on any given day.”

To get some sense of how cash moves, economists design models and surveys.
In the Netherlands, for example, economist Nicole Jonker and her team at the
Dutch National Bank conducted something called a diary study, in which they
asked participants to write down a day’s worth of transactions, both cash and
non-cash. From there, Jonker and her team built a picture of the how Dutch
people were buying things.


http://www.frbsf.org/files/2012_Annual_Report_Essay.pdf
http://www.frbsf.org/files/2012_Annual_Report_Essay.pdf
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Many have suggested that digital payments will lead to the end of cash

The Netherlands is an interesting case study to look at more closely, because
their retail sector has recently embraced card payments in a big way. There are
now 1,400 supermarkets in the Netherlands with registers that don’t accept
cash.

In the UK, half the transactions by consumers in 2013 were with
cash

As a result, card payments in the Netherlands have been growing by about 8%
annually over the past few years. And yet, cash is still king. In 2012, there were
2.7 billion card payments, but an estimated 3.5 to four billion payments were
made with cash. “Even in supermarkets which all accept debit cards, cash is still
used heavily,” Jonker says. “For the time being we think cash will keep on
having an important role.”

Studies of other nations tie in with these findings. In the UK, half the
transactions by consumers in 2013 were with cash, according toa report
released in May by the UK Payments Council (now known as Payments UK).
“The current forecast is that this figure will drop below 50% next year (2016), but
there is no prediction for cash to disappear,” the report reads.



https://ctmfile.com/story/uk-cash-overtaken-by-non-cash-payments-in-2014-for-first-time
https://ctmfile.com/story/uk-cash-overtaken-by-non-cash-payments-in-2014-for-first-time
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And one study that rounded up surveys like Jonker’s from around the world
found that, in the seven countries they looked at — Australia, Austria, Canada,
France, Germany, the Netherlands and the United States, 46-82% of all
transactions in 2012 were conducted using cash (a wide range that may reflect
both the uncertainty in the survey methods, and the variability between
nations).
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Some like cash because it is anonymous and can be squirrelled away

Even countries that are often held up as the leaders of a cashless crusade, such
as Sweden and Denmark, aren’t really getting rid of notes and coins. In June of
this year, there was a round of headlines declaring that Denmark would rid itself
of cash by 2016. “Burn your bills: Denmark wants to go cashless by 2016,” the
headlines read. Not even close, Rene Thomsen, manager at the Danish Bankers
Association told me. “I think, there’s been some misunderstanding on what the
Danish proposal really is,” he said. In Denmark, he explained, there is currently a
rule that all shops must accept cash. This new proposal would let some shops
get around that rule. That’s all.

“It's difficult to say, but | would be very surprised if we didn’t have cash in 10 to
15 years,” he says. “It's hard to imagine that within 10 to 15 years that it's not
possible to go into a bank and say ‘l would like $1,000 and | want it in cash.”


https://www.bostonfed.org/economic/wp/wp2014/wp1404.htm
http://ichef.bbci.co.uk/wwfeatures/1600_900/images/live/p0/2x/x9/p02xx93n.jpg

Irrational urge

Perhaps cash’s sticking power has something to do with our strange
relationship with notes and coins. As with most of our decisions and
preferences, our affinity for cash isn't entirely rational. People value cash
differently than they value electronic money, even though the two have the
exact same value. Psychologist Eric Uhlmann, from the Paris School of
Management, has done a handful of studies that picked apart how differently
people feel about different kinds of money. “I'm interested in human intuition
and economic irrationalities,” he says. “There’s this sort of irrational feeling that
if money is physical, it's more yours, and you feel like you own it more. If you
touch a dollar more, then that particular dollar becomes yours.”

There’s this irrational feeling that if money is physical you feel
like you own it more

Uhlmann tested these ideas by presenting a set of scenarios to participants. In
one, they were told a story about Ted and Donna. Forty years ago, the story
goes, Ted’s great-grandfather stole $1,000 from Donna’s great-grandfather. Ted
eventually inherited that money. In one scenario, Ted inherited the actual
money — a wad of bills in a box that his great-grandfather passed down to him.
In the other scenario Ted'’s great-grandfather deposited that money into Ted'’s
bank account. When Donna finds out that Ted has the money, she asks for it
back.



Contactless payment is here but it's unclear yet how it will impact cash use

Participants were then asked whether Ted should give the money back to
Donna. Those who heard the story with the physical money, in which Ted had a
box of bills, were more likely to say that he should give Donna the money back.
Participants who heard the story in which the money lived in Ted’s bank
account, rather than a box, were more likely to say that Ted no longer had
“quite the same” money that had been stolen, and were less inclined to force
Ted to hand it over.

This kind of thinking applies not to just dollars in a box, but larger questions of
theft and justice as well. Another researcher has done studies showing
that people feel less negatively about white-collar crime, where people
aren't stealing physical things, than they do about blue-collar crimes in which
an object is taken. Another study found that people cheat more when they’re
cheating for tokens, than when they're cheating for actual money. If you leave
a Coca-Cola out, people are far more likely to take it than if you leave a dollar.

There’s been a backlash against abolishing pennies — despite
being worth less than they cost to produce


http://www.sciencedirect.com/science/article/pii/S0047235207001304
http://journals.ama.org/doi/abs/10.1509/jmkr.45.6.633
http://journals.ama.org/doi/abs/10.1509/jmkr.45.6.633
http://ichef.bbci.co.uk/wwfeatures/1600_900/images/live/p0/2x/x8/p02xx86c.jpg
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Of course there are limits to these effects. “If your bank subtracts money from
your account, you'd still feel stolen from,” Uhlmann says. But when the two
amounts are the same, there is a clear difference in how we feel about physical
money compared to its digital proxy. “It says something really interesting about
the human mind,” he says, “and the difficulty that we have being logical despite
our rational beliefs.”

Could that mean that we might resist giving up cash entirely? There’s some
evidence that suggests so. In the US, there has been a backlash against
abolishing pennies — despite being worth less than they cost to produce, some
Americans aren’t ready to part with the coin. Over in Australia, talk of abolishing
the five cent coin was met with concern over the loss of income that charities
receive from small change, and potential consumer backlash over rounded-up
prices.

In 2012, between 42-80% of transactions were in cash, depending on the country

History also suggests that there is a safety and security we feel about cash that
digital currencies can’t quite match. Anybody who’s seen Mary Poppins knows
the chaos that can happen when there’s a run on the banks. When there’s a
financial crisis, people would rather have their money in hand, than behind the
teller’s window or in the cloud.
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It's possible of course that developed Western countries like the US may be
more attached to cash than elsewhere. “Different cultures have different
attachments to their currencies,” says Nicolas Christin, a researcher at Carnegie
Mellon University, “and as far as the US is concerned there’s a strong
attachment.” Christin argues that’s because in the US the national currency has
been relatively steady, where other countries have seen periods of boom and
bust in the value of their money. This might make Americans more attached
and trustworthy of their bills than other people.

The mobile caveat

While most conversations about the future of technology might myopically
focus on America and Europe, some of the greatest innovations in money aren’t
coming from either place. In some developing countries, cash transactions are
quickly being replaced by digital payments, powered by mobile phones.

Kenya has done mobile payments better than anyone' -
Benjamin Mazzotta

While in the US, you still might buy your coffee with cash in 2025, that might not
be the case in Kenya. In 2007, Kenyans began to adopt a system called M-Pesa
and today it is used by over 17 million Kenyans, over two-thirds of the adult
population. Users top-up their accounts and transfer money by sending a text
message; the recipient then takes their phone to a vendor to get their money.
No banks are involved.

“Kenya has done mobile payments better than anyone,” says Benjamin
Mazzotta, a researcher at Tufts University who studies cash use. “M-Pesa is now
accepted not just for large transfers, but for meals and clothes and school
tuition. You can do lots of things with M-Pesa today that five or 10 years ago
would have sounded like Neverland.”

11



A B

CAPACITARTE

The ATM remains ubiquitous

Still, in places like the US and Europe, a system like M-Pesa might have a harder
time catching on. Much of the technology’s success is due to the fact that it’s
run by Safaricon, the country’s largest mobile-network operator by far. In other
countries, competition is stronger: if each operator chooses to introduce their
own proprietary form of mobile payment, it might not be anywhere near as
convenient and seamless.

Take the Apple Pay system for example. Apple has faced hurdle after hurdle in
getting the system adopted both in the United States and elsewhere. They've
struggled to cut deals with places like China, where one company controls
transactions between banks.

And it's worth remembering that M-Pesa is a system for moving cash around,
not a system to eliminate it. Users still hand cash to the M-Pesa vendors to top-
up their accounts, and retrieve cash from them when money is sent to them.

So, while tech evangelists might like to believe they can replace global use of
cash with digital transactions or Bitcoin, the truth is a bit more complicated and
the hurdles aren't all fixable by technology alone. Our psychological attachment
to money, the infrastructure available to banks, and the need to create systems
that are compatible with lots of vendors and users, all make progress away from
cash more of a slog than a sprint.

12
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Money makers

When you ask those who actually make currency whether they lose sleep over
the looming cashless future, they say they’re not worried. “Frankly, based on the
continued growth rate of cash, we don't anticipate the disappearance of cash in
the possible near term, or even medium term,” says Eric Ziegler at Crane
Currency, a money design and manufacturing company. He doesn’t think Crane
even has a cashless contingency plan, nor that they need one.

The fight against counterfeiters goes all the way back to the
4th Century BC

Of course, saying that cash isn’t going away isn’'t the same as saying cash is
going to look the same forever. Banks and printers are constantly engaged in
the fight against counterfeiters — a fight that goes all the way back to the 4th
Century BC. And our future money will probably be a lot more digital than it is
now.

Manufacturers like Crane are developing futuristic bills that involve large, easy
to recognise security features. According to Ziegler, the best security features
are the most obvious ones. “You want it to be technologically advanced, but so
easy and obvious that if it's missing the average cashier isn’t going to miss it,” he
says. For that reason, he says, future money will likely continue to feature
portraits and heads. Not just because we love to memorialise people, but
because portraits are also a great way to challenge counterfeiters because as
humans we're good at recognising irregularities in faces. “If the hair is slightly
different, or the glasses are off, we notice,” says Ziegler. “Portraits are a great
security feature.”

13
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Could cash one day only be found in museums or galleries?

Beyond creating new bills with advanced security features, others are toying
with the idea of slapping the digital world right on top of the physical one. In
2001 the European Union considered adding an RFID chip to each bill, largely in
response to a huge number of counterfeit euros discovered in Greece. They
ultimately rejected the idea, as it would increase the cost of producing bills
dramatically, but according to Christin, future money might be full of these
kinds of digital elements. In fact, it's not the technology that’s missing, Christin
says, it's the infrastructure. An RFID chip is only useful if someone has an RFID
reader to scan it with. “Think about the guy on the beach in Thailand who wants
to rent a surfboard,” says Christin. “Do you have all the infrastructure you need
to use that technology there?”

Unless we have sufficient and reliable alternatives in place, it
would be dumb to get rid of cash now

“It's not that the technology doesn't exist,” he adds, “it does, it would just cost a
lot of money and be hard to deploy universally.” In other words, the exact
challenges that face digital currencies are what make digital additions to cash so
difficult.

14
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How much cash do you have stored in your home?

So where does that leave us? “Until we have sufficient and reliable alternatives
in place, it would be dumb to get rid of cash now,” says David Wolman, author
of the book The End of Money. “Honest people and legit businesses still rely on
it.” Instead of constant cheering or hand wringing about the word “cashless,”
people should be examining the trends that are pushing cash away. “It would
be foolish to conflate enthusiasm about the impact of that marginalisation with
unthinking cheerleading for cash’s total demise,” he says.

Many who think about cash like to use Mark Twain’s quote: “reports of my death
have been exaggerated.” In one paper, the authors compare cash to a kind of
Cinderella. “It doesn’t have a mom or dad to watch over it - just those horrible
stepsisters that try to convince Cinderella that she is ugly. But she isn't,” they
write. Cash is with us, and it will stay with us whether Bitcoin and PayPal
advocates like it or not.

On that fall day in 2025 you may take a self-driving car to work, or hologram into
the office, and you may not even touch a piece of paper money. But you'll likely
still have a few notes and coins on hand somewhere, just in case. And you can
be certain that somewhere in the world, somebody is pulling cash out of their
pocket to buy something.

15
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Excessive bank charges court victory could open the
floodgates for millions of customers to sue:

17:02, 26 SEP 2014 - BY RICHARD SMITH

Oliver Foster-Burnell won his case at the county court but lawyers are now taking
the case to the High Court in order to set a legal precedent.

Pioneer: Oliver Foster-Burnell, 28, with Martin Lewis from Moneysavingexpert.com

A man is celebrating a court victory over Lloyds Bank for making unfair charges
after he went £2.67 over his overdraft limit.

Newly-wed Oliver Foster-Burnell, aged 28, racked up £743 in penalties which put
him deeper in debt and unable to pay credit card bills.

A county court judge ordered the bank to pay Oliver the money back with

interest and compensation.

The verdict only applies to Oliver at present - but lawyers want to take the case to
the High Court in a bid to make it a landmark ruling.

Extracted from http://www.mirror.co.uk/news/uk-news/excessive-bank-charges-
court-victory-4329713
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If they succeed, it could pave the way for claims by millions of bank customers
and cost banks up to £30billion. Jubilant Oliver said: "There could be 12.6million
people impacted if the case becomes a legal precedent - the floodgates could
open.

"It wasn't about the money - it was the principle. "They really didn't listen to me at
all when | would call them every day to try and sort it out. It was incredibly
stressful, | could just see the clock ticking and the debts adding up.l don't think
the banks should continue doing this to other people. | can see the people they
are doing this to most - it's single mums, people struggling, and people who live
close to the wire every month."

Excessive: Lloyds charged Oliver £743 for a £2.67 unauthorised overdraft

Oliver, from Taunton, Somerset, was working as an emergency care responder for
his local council when he had financial problems in March 2008.

His pay dropped during a two-month break between contracts and he went £2.67
over his £500 overdraft with a Lloyds current account.

It took two weeks for the bank to send Oliver a letter to say they were charging
him up to £20 a day.

For the first two months he was charged £165 a month, and then £75 a month
until the following March, when he felt forced to employ a debt management
company.

17
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Oliver wound up defaulting on two credit cards - one with Lloyds Bank - incurring
further late payment charges of £1,400.

It took him two years to pay off the debt and he finally started taking action last
year against the bank - which was bailed out by taxpayers in 2008.

He faced them at Taunton County Court in June and found out he had won the
day he arrived back from honeymoon with wife Rachel, 28, last month.

It is the first known legal victory for a customer on the fairness of charges since
banks won a Supreme Court hearing over the legality of fees in 2009.

Deputy District Judge Richard Stockdale made his decision based on European
law which says companies cannot change your contract without an explanation.

He said the bank's terms and conditions caused a "significant imbalance ...to the
detriment” of Oliver and ordered they should pay him back and remove a default
on his credit file.

The judge was only able to make the judgment in respect of Oliver.

But his lawyers are calling for the case to be heard in the High Court in a bid to
make the verdict capable of being applied to any bank customer.

A ruling is not expected until next year.

Oliver said: "It's quite big really considering it started with £2.67. The people it
could apply to are anyone who the bank has charged at all, they don't necessary
have to be in financial hardship.

"My judgment was based on the fact that if you get a letter from your bank saying
your terms and conditions have changed, an EU judgment, which we referred to,
said they must be clear about how they have changed, and how they apply.

"My barrister is quite confident we'll win, and he knows what he is doing."

Martin Lewis, founder of the Moneysavingexpert website, hailed Oliver a

"pioneer".
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He said: "Potentially, we're talking billions of pounds."

Marc Gander, founder of the Consumer Action Group, said: "It's about time bank
customers got the fair treatment that they are entitled to by law."

A spokesman for Lloyds Banking Group said: "We do not discuss individual

customer cases and any decision will be specific to its facts.
"However, the legal issues relating to bank charges were dealt with
comprehensively and conclusively by the judgment of the Supreme Court."
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April 29,2016 10:41 am
Chinese banks disguise risky loans as
‘investments”

Chinese banks are using complex financial engineering to disguise risky loans as
“investments”, rendering traditional risk metrics such as non-performing loan ratios
virtually useless.

While profits and asset growth at China’s big four state-owned commercial banks have
flatlined, midsized Chinese lenders continue to grow aggressively through shadow
banking.

The rise of Chinese shadow banking, beginning around 2010, focused on banks shifting
loans off-balance sheet through partnerships with non-bank financial institutions such
as trust companies and securities brokerages. During the past two years, however,
midsized banks have rapidly expanded on-balance sheet assets.

Analysts say most of these assets are in effect loans but are structured to appear as
holdings of investment products issued by a third party. Such financial alchemy allows
banks to evade regulations designed to limit risk.

Banks are required to set aside fewer provisions against “investment” assets than
traditional loans. Such assets also carry lower risk weightings under China’s capital
adequacy rules, meaning reported capital ratios may not reflect lenders’ true risk
position.

Because the investments are not classified as loans, defaults are not reflected in these
banks’ non-performing loan ratio. Many analysts believe China'’s official NPL ratio of 1.67
per centis all but irrelevant in assessing banks’ overall asset quality.

? Extracted from http://www.ft.com/cms/s/0/9fcbdedc-0d16-11e6-b41f-
Obeb7e589515.html#axzz47GDgU5aH
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Fitch, the rating agency, believes this practice, also known as channel lending, is used to
provide credit to the likes of “cash-strapped property developers and local
governments” that cannot obtain formal loans.

China debt load reaches record high as risk to economy mounts

2l

US-style credit crunch or Japan-style grinding malaise seen as increasingly likely

“Channel loans have limited disclosure and transparency, which exposes the banks to
additional credit risks beyond their loan books,” said Katie Chen of Fitch.

“Complicated transaction structures, which involve various intermediaries providing
channel services, reduce clarity about where the risks ultimately reside.

Now that overcapacity sectors such as steel and cement are facing restrictions on formal
borrowing, channel lending could become even more important to zombie companies.

Banks can channel funds to a corporate borrower by buying so-called trust beneficiary
right or private placement asset management plans from an intermediary such as a trust
company, brokerage or special purpose vehicle. The intermediary then extends loans to
companies. Banks classify the assets they hold in these third parties as “investment
receivables” or “debt receivables”, not loans.

Shadow lending in debt receivables increased 63 per cent to Rmb14tn ($2.16tn) last
year, according to an analysis of 103 Chinese banks by Wigram Capital Advisors,
equivalent to 16.5 per cent of the formal loan book.

Moody’s, the rating agency, said in its Quarterly China Shadow Banking Monitor on
Wednesday: “The developments [in the shadow banking sector] point to rising
interconnectedness, among banks and also between banks and the shadow banking
system. Mid-sized banks are particularly exposed.”
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Some lenders are more exposed than others. “Industrial Bank has a larger shadow
financing book than US subprime,” said Rodney Jones of Wigram Capital Advisors.
Industrial Bank held Rmb2tn in investment receivables as of the end of March, according
to its first-quarter report released on Thursday, 36 per cent of total assets and larger than
the bank’s traditional loan book.

China’s debt-shrinking machine loses its magical power

Beijing avoided a potential crisis 20 years ago by postponing it to today

Aggressive balance sheet expansion by midsized lenders has also increased their
systemic importance to China’s overall banking system. The big four’s share of total
banking assets has fallen from 51 per cent in 2009 to 38 per cent at the end of 2015,
according to Wigram's calculations

Meanwhile, the combined share of so-called joint stock banks — a category that
includes midsized lenders such as Industrial Bank, Citic Bank and China Merchants Bank
— and city-level and rural lenders rose from 33 per cent to 49 per cent in the same
period.

Industrial Bank also leads the pack in ramping up shadow lending. Its investment

receivables increased 160 per cent during 2015, according to its annual report also
released on Thursday.
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