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Progress on payments and inclusion

• MMA has made significant improvements in the national financial 
infrastructure since the introduction of the RTGS and ACH just over ten years 
ago:
• the legal framework has been much improved
• a new CSD has been developed
• the system operations have run smoothly; and 
• an interoperable Instant Payment System has been developed and is near to going live

• There has been almost a 300% increase in the number of bank branches 
over the past 10-12 years, mainly by BML, which has brought with it an 
increase in Financial Inclusion up to the level of about 80% - a very 
respectable figure in the SAARC region

• The mobile payment systems introduced by Dhiraagu and Ooredoo in 2016-
2017 have also contributed to financial inclusion across the islands
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Issues that digital currency can address

Digital currency initiatives in the Maldives can thus be built on sound foundations; digital 
currency experimentation could potentially address issues such as:

• How to make the most of the post-pandemic upturn in tourism

• Encouraging the FinTech industry in the Maldives and marketing the country as innovation-
friendly

• Integrating offshore payments for the resort islands into the Maldivian economy

• Boosting the impact of branch construction and Instant Payment Systems on Financial Inclusion 
by further reducing use of cash and cash transport; reducing the grey economy and the cost and 
security risks of cash

• Stemming the risks of dollarization

• Avoiding USD note shortages

• Protecting the stability of domestic currency from the proliferation of global private 
cryptocurrencies

• Increasing focus on public education and marketing for digital payment as digital currency 
becomes a top item on the national agenda
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Opportunities and objectives (1)

• It is important to be clear about the objectives and benefits of digital 
currency initiatives

• In the Maldives, we see some similar opportunities to those considered by 
many Central Banks such as:
• Improving financial inclusion and reducing the cash economy, although this is already 

being addressed by branch growth and instant payment initiatives
• Using CBDC to gain better monetary data and better control over transmission of 

monetary policy to the market
• Using sandbox experimentation to explore the new technologies underlying 

cryptocurrencies, enabling smart contracts, programmable payments and 
management of digital assets

• Using CBDC and stablecoin mechanisms to facilitate incoming and outgoing 
remittances

• Deploying wholesale CBDCs to support higher value cross-border transfers eg for 
trade finance

• Potential improvement to credit supply via broader use of digital assets as collateral
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Opportunities and objectives (2)

• But there are also opportunities specific to the Maldives:
• Using CBDC and stablecoin mechanisms at resorts to provide incentives for tourists 

(especially Chinese tourists already familiar with digital payments) via favourable 
conversion methods; and to help integrate resort payments into the economy

• Enabling a regulated eco-system in which FinTech development could flourish by 
controlled opportunities to develop products that would use CBDC and/or 
stablecoin, employ smart contracts or manage tokenized digital assets

• Potential use of commodity-backed stablecoins in Islamic Finance to provide funds 
for community projects and enable collection of Zakat; and to ease the complications 
of, for example, Sharia-compliant international trade finance transactions and repos

• Potential to offer digital payment off-line to deal with interruptions to internet 
coverage, telecoms and electricity supply
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Risks to manage
• Only 5 countries have implemented live CBDCs, mainly developing countries, and there is 

little experience yet of their longer-term impact on monetary and financial stability

• The design of the systems must address perceived privacy and surveillance issues, as well 
as security risks and performance constraints – the system must operate like cash

• Any digital currency issued by the Central Bank would have to be distributed via the 
commercial banks in a two-tier system to avoid the risk of the Central Bank competing 
with its own constituency of banks

• The security mechanisms at banks would have to be top class to support their role in a 
distributed ledger style of CBDC, and the MMA would have to oversee this closely (which 
it has already begun to do)

• CBDC issue is under the control of the MMA, but stablecoins are privately issued and 
inherently unstable unless they are demonstrably backed by stable assets – many are not

• Proliferation of broadly circulating global or local stablecoins can cause great monetary 
instability, hampering MMA’s control of monetary policy – worse than dollarization

• Risk that take up would be insufficient to achieve objectives
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Regulation and Monetary Policy

• The MMA has made good progress in developing the Regulatory framework for Payment Systems 
over the past ten years

• The National Payment System Act, 2021, is comprehensive and the licensing mechanisms have 
already been used for bring FinTech products to the market

• The NPS Act provides some support for CBDC issue by MMA, but the matter of legal tender status 
would need to be addressed before a live CBDC could be rolled out nationwide – but this would 
not hinder Proof of Concept or Pilot studies

• On Monetary Policy, a CBDC could help MMA to acquire better data on geographical and sectoral 
currency use and help to improve transmission of monetary policy to the market, but MMA does 
not currently foresee a need for directed cash injections

• However, proliferation of global stablecoins or private cryptocurrency use could present a 
challenge to monetary sovereignty and some regulation by MMA may well be needed in due 
course

• There is some prospect that a CBDC could help to stem dollarization and encourage more of the 
tourism revenue to benefit the Maldives directly 8



Using a Regulatory Sandbox
• A Regulatory Sandbox has assisted countries in developing sound FinTech products in the 

banking sector, thus improving competition – but must be led by MMA as regulator

• “If implemented effectively, a sandbox can bring down the cost of innovation and reduce entry 
barriers, and allow policymakers and regulators to gain important insights before any decision-
making” (Mercatus working paper)

• However, innovations may not be interesting or acceptable to the public; Customers have 
not bought in to “Open Banking” for example – due to insufficient perceived benefits

• Considerations include:
• The kinds of regulations that can be relaxed cannot be those affecting performance, security or 

consumer protection, so products must be fully tested before exiting the sandbox as licensed services

• Application process must be open and fair - the government must not empower certain companies at 
the expense of others, which can confuse the market, making it unclear for consumers and investors 
which products are reliable, and which are artificially supported by the sandbox regime

• Sandboxes could open the door to favouritism in the regulatory process, potentially creating a quid pro 
quo relationship between companies and regulators

• Sandbox regime design must be carefully thought through, and be properly resourced 9



Country comparisons (1)

Item COUNTRY: Maldives Bahamas Fiji Brunei Cambodia

1 Population size (mm) 0.54 0.4 0.9 0.45 17.2

2 GDP per head (PPP) USD 13443 30764 12079 65612 1512

3 GDP CAGR (2014-19) 5.43 2.84 5.14 -4.09 7.1

4 Remittances % GDP 0.1 (balanced 
11% in-out)

-15.2% 8.8 N/A 4.9

5 Dollarization ratio 40%+ N/A N/A none Partially 
dollarized

6 Smartphone penetration % 71 85 80 116 53

7 Banking penetration 80% c.80% 84.4% 80%+ c.50%

8 No. of FinTech firms 8 40+ (2018 
estimate)

5+ (inc. MNOs) 5 Early 2019 50. 
Recently: 300

9 Sandbox in operation ? No No, but has 
“Fintech Hub”

Yes – PIRI regional 
initiative

Yes – 5 firms 
have used it

Yes

10 Has IPS ? Yes (Q4 2022) Yes In process In process Yes

11 Tourism GDP % 26.3 40.3 40 6.6 11.5
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Country comparisons (2) 
Item COUNTRY: Maldives Bahamas Fiji Brunei Cambodia

12 Geographical challenges Island nation Island nation Island nation Embedded in 
Malaysia

Poor infrastructure

13 Status of CBDC project Current – this
project

Live – supplier is 
NZIA (now called 
Movmint)

Joint study with 
Pacific Islands led by 
Soramitsu (Japan)

None –
Singapore 
connection

Bakong -
implemented by 
Soramitsu (Japan)

Benefits sought

14 • Financial Inclusion Not primary Yes Yes No Yes

15 • Cost of cash/reduction in grey   
economy/shipping costs

Yes Yes Yes Yes Yes

16 • Monetary policy improvement Yes Yes ?? ?? Yes

17 • Improve domestic payment 
system including future 
architectures

Yes Yes Yes No Yes

18 • Currency sovereignty No No ?? Yes Yes

19 • Cross-border payment Yes No Yes Yes Yes

20 • Economic growth –
stimulating specific sectors

Yes (Tourism) Yes (access across 
the islands)

Yes (Tourism) ?Yes Yes

21 • Strengthened economic 
surveillance

No Yes ?? Yes Not known

22 • Improved government 
disbursement/receipt

?? Yes ?? No Yes 11



Country comparison comments

• The countries studied have similarities to the Maldives in terms of scale and the importance of 

the tourism sector, particularly the Bahamas and Fiji

• Many of the objectives of the countries are similar, but not consistent – each has its own 

challenges and aims, so program must be tailored to fit

• Financial inclusion is often a driver, but so is reduction in costs and improvements in the 

efficiency and speed of domestic payments

• Cross border payment improvement is an important factor, for both trade finance (via wholesale 

CBDC) and remittances (retail mechanism) for most of the countries

• Control of dollarization is important, particularly in Cambodia - this is a factor for the Maldives

• Improvement in monetary data and better transmission of monetary policy to the market is 

important, but not all economies plan directed monetary stimulus

• Experimentation with new technologies, linked with expansion of the FinTech sector is an 

important factor for the Maldives, as in the Bahamas and Fiji and a recent major expansion of 

FinTech in Cambodia

• Note that neither country with a “live” CBDC has good usage take-up, so objectives can stall 12



Conclusions
• It is timely that the Maldives Government and MMA are considering the option of 

digital currency and digital assets experimentation at this point

• MMA has achieved great progress in payment systems since the implementation 
of the RTGS and ACH over ten years ago – notably improvement in Regulation, 
and the development of the interoperable Instant Payment System (IPS)

• Substantial growth in financial inclusion has been achieved via the establishment 
of many new bank branches and agencies and the implementation of mobile 
payment systems by the MNOs and banks; the IPS will add to this progress

• The Maldives may benefit from a CBDC, in terms of payment systems 
enhancement, monetary policy improvements, and further displacement of cash

• A digital asset eco-system under sound regulation may benefit the tourism and 
FinTech sectors – risk management vital as global stablecoins can be unreliable

• Developing a Regulatory Sandbox and Innovation Hub under MMA, as described 
in the recommendations below, would be a worthwhile initiative to provide the 
framework for public and private sector experimentation 13



Practical policy recommendations
The study recommendations include:

• A Regulatory Sandbox, including an Innovation Hub, under the auspices of the MMA as the regulator, aiming to focus on 

solving practical problems and considering the experience of countries with similar socioeconomic conditions

• A CBDC Proof of Concept exercise leading to a Pilot project to be implemented within the Regulatory Sandbox

• The Innovation Hub would host experimental developments such as stablecoins and other FinTech led projects, and can 

be promoted as a progressive and friendly environment for Digital Transformation, used for exploring both public and 

private sector initiatives, which may or may not come to fruition

• Public education is vital to achieve product take up. Involvement of educational establishments is needed, and 

awareness programmes must be designed and conducted to boost take up of mobile payments and CBDC to assure 

achievement of objectives

• CBDC experimentation focus should be primarily cross border payments, improvement to domestic and government 

payments/collections, cost reduction and payment efficiency improvements

• The experimentation with stablecoin(s) within the Innovation Hub should focus on stablecoin(s) with stable asset 

backing, in order to manage risk

• Regulatory policy regarding use of private cryptocurrencies and stablecoins needs to be assessed

• The Maldives should continue involvement with the SAARC Payments Council to share experiences and learning points 

on CBDCs, stablecoins and related new technologies
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Thank You • Questions and Answers
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