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In the modern economy, payments are typically made by means of transfers through bank accounts, and
otherwise the delivery of cash in the form of banknotes and coins. Inter-account payments are intermediated
through the banking system while payments in cash, in objects created by the banking system, are direct P2P.
This model has been challenged by the recent emergence of wholesale and retail digital currencies. Digital
currencies may be issued by central banks, commercial banks, and non-financial firms. They facilitate
disintemediation as well as the elimination of physical deliveries in payments among banks as well as in
consumer and business payments. The lecture discusses these developments, from both operational and legal
perspectives, in the context of a historical overview of the evolution of money, banking, the payment system,
and the law that governs them.
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