


    
        Skip to content
    




    
    
        


        

    
     Change theme 

    


    
        
            
                




            
    
        

            Search the site
            
            
                
                    Search
                    
    
        


	



    


                
            

        

    



            FR
        

    



    
        
            
                
                    Home
                
                
                    Toggle navigation
                    
                    
                    
                
                    FR
                
    Toggle Search
    
    
        


	



    



            


            
                
    
        
            Search the site
            
            
                
                    Search
                    
    
        


	



    


                
            
        

    



                
                    	About us 
					
						
			
				        About us

        	Head office
	Regional offices
	History
	Archives
	Background materials
	Photos and videos
	Accessibility
	Contact us




			


			
				Corporate governance

	Board of Directors
	Governing Council and Senior Management
	Governance documents




			

			
				        Educational resources

        	The Economy, Plain and Simple
	Explainers
	Financial education resources




			


			
				
                
                    
                        
                        
                    

                


    
        
    
        
            Careers
        

    




            
                        Take a central role at the Bank of Canada with our current opportunities and scholarships.

                
            

        

    






			



					

					


	Core functions 
					
						
			
				        Core functions

        	Monetary policy
	Financial system
	Currency
	Funds management
	Retail payments supervision




			

			
				        Featured

        	Policy interest rate
	Unclaimed Properties Office




			


			
				
                
                    
                        
                        
                    

                


    
        
    
        
            Digital Canadian Dollar
        

    




            
                        Learn about how we’re exploring the possibility of issuing a digital form of the Canadian dollar, also known as a central bank digital currency (CBDC).

                
            

        

    






			


			
				
                
                    
                        
                        
                    

                


    
        
    
        
            Climate change and the Bank of Canada
        

    




            
                        We’re taking steps to better understand the impacts of climate change on the economy and to reduce our environmental footprint.

                
            

        

    






			



					

					


	Markets 
					
						
			
				        Markets

        	About financial markets
	Market operations indicators
	Market operations and liquidity provision

Committees

        







	Canadian Foreign Exchange Committee
	Canadian Fixed-Income Forum
	Canadian Alternative Reference Rate Working Group




			


			
				        Government securities auctions

        	Schedules and results
	Rules and terms
	Forms and certificates
	Data
	Definitions and formulas




			

			
				

    
        
    
        
            Canada Mortgage Bonds
        

    




            
                        View the latest data on the Government of Canada's purchases and holdings of Canadian Mortgage Bonds.

                
            

        

    






			


			
				
        
                
            Market notices
                
        

    
    
    
                	
        February 14, 2024
    Start date for the morning auction of Receiver General cash balances

	
        February 8, 2024
    Webpage for Government of Canada purchases of Canada Mortgage Bonds

	
        February 5, 2024
    CFEC Releases Results of October 2023 Foreign Exchange Volume Survey




    





			



					
					
	Bank notes 
					
						
			
				        Bank notes

        	Backgrounders and explainers
	Bank notes past and present
	Bank Note Redemption Service
	Counterfeit prevention
	Multimedia
	Principles of design
	Research and reports
	Training and education




			


			
				
        
                
            Latest research
                
        

    
    
    
            
        
                
                    
        January 30, 2024
    
        2022 Methods-of-Payment Survey Report: Cash Use Over 13 Years
    



                

                
                    
        November 16, 2023
    
        How Far Do Canadians Need to Travel to Access Cash?
    



                

                
                    
        October 4, 2023
    
        Redefining Financial Inclusion for a Digital Age: Implications for a Central Bank Digital Currency
    



                


                See more

        

    


    





			


			
				
                
                    
                        
                        
                    

                


    
        
    
        
            Law Enforcement Award of Excellence for Counterfeit Deterrence
        

    




            
                        The 2024 call for nominations is open until April 14, 2024.

                
            

        

    






			



					

					


	Publications 
					
						
			
				        Publications

        	All publications
	Annual Report
	The Economy, Plain and Simple
	Monetary Policy Report
	Quarterly Financial Report
	Summary of deliberations


				Economic survey results

        	Business Outlook Survey
	Canadian Survey of Consumer Expectations
	Market Participants Survey
	Senior Loan Officer Survey




			


			
				Financial System Hub

	Financial System Review
	Financial System Survey
	Financial System Research Centre
	Indicators of financial vulnerabilities




			

			
				Historical publications

	Bank of Canada Review
	Books and monographs
	Summary of Government of Canada Direct Securities and Loans




			


			
				
    
    
    
            
        
                
                    
                
                    
                        
                        
                    

                


    
        
    
        
            Monetary Policy Report – January 2024
        

    




            
                        Interest rates are working to moderate spending and inflation is easing gradually, though underlying pressures are proving persistent. The Bank projects that inflation will stay around 3% through the first half of 2024, returning to target in 2025.

                
            

        

    





                


        

    


    





			



					

					


	Research 
					
						
			
				Research

	All research
	Staff analytical notes
	Staff discussion papers
	Staff working papers
	Technical reports




			

			
				People

	Research leadership
	Research staff
	Authors




			


			
				Awards

	Research paper awards
	Scholarship awards
	Fellowship Program
	The Governor's Challenge





			

			
				Collaboration

	Financial System Research Centre
	Visiting Scholar Program
	Conferences and workshops
	PIVOT Program




			


			
				
        
                
            Latest research
                
        

    
    
    
            
        
                
                    
        March 7, 2024
    
        Decomposing Large Banks’ Systemic Trading Losses
    



                

                
                    
        February 21, 2024
    
        How changes in the share of constrained households affect the effectiveness of monetary policy
    



                


                See more

        

    


    





			



					

					


	Press 
					
						
			
				        Press

        	All press content
	Announcements
	Media advisories
	Press releases
	Selected media activities
	Speeches and appearances
	Upcoming events
	Webcasts





			

			
				Info

	Media contacts
	Blackout guidelines
	Principles for external communication





			


			
				
        
                
            News
                
        

    
    
    
            
        
                
                    
        March 6, 2024
    
        Bank of Canada maintains policy rate, continues quantitative tightening
    



                

                
                    
        March 6, 2024
    
        Monetary Policy Decision Press Conference Opening Statement
    



                

                
                    
        February 7, 2024
    
        Summary of Governing Council deliberations: Fixed announcement date of January 24, 2024
    



                

                
                    
        February 6, 2024
    
        Monetary policy: It’s perfectly imperfect
    



                


        

    


    





			


			
				
    
    
    
            
        
                
                    
                
                    
                        
                        
                            
                        

                        
                    

                


    
        
    
        
            Press Conference: Policy Rate Announcement – March 2024
        

    




            
                        
Interest Rate Announcement — Press conference by Governor Tiff Macklem and Senior Deputy Governor Carolyn Rogers (10:30 (ET) approx.).

                
            

        

    





                


        

    


    





			



					

					


	Statistics 
					
						
			
				        Statistics

        	Daily Digest
	Exchange rates
	Interest rates
	Price indexes
	Indicators
	Banking and financial statistics




			


			
				        Tools and resources

        	Inflation Calculator
	Investment Calculator
	Official International Reserves
	Credit conditions




			


			
				

    
        
    
        
            Staff economic projections
        

    




            
                        These forecasts are provided to Governing Council in preparation for monetary policy decisions. They are released once a year with a five-year lag.

                
            

        

    






			



					

					




                    Search the site
                    
                    
                        Toggle Search
                        
    
        


	



    


                    
                
            
        
    


    



    
        
            	
                        Home
                    
	
                        About us
                    
	
                        Educational resources
                    
	
                        Explainers
                    


        
    




    
        
            
					
						
			
				
    
            Understanding money in the 21st century

        
            
                January 31, 2020

            
  
    
    
        
    


    
     Share this page on Facebook 

  
    
    
        
    


    
     Share this page on Twitter 

  
    
    
        
    


    
     Share this page on LinkedIn 

  
    
    
        
    


    
     Share this page by email 



        


        
            
        
    

    






			

			
				Here's what money does—and how we’re handling it in the digital age.



			



			
				What is money?

It’s hard to imagine a world without money. Before money, people had to trade goods and services. This was difficult and inconvenient—imagine using cows to pay for clothes or paying your babysitter with wheat.

One way to answer the question “What is money?” is to describe what it does and the problems it solves.

	Money is a medium of exchange. It makes it easier to buy and sell things. For example, it’s easier to reach into our wallets at the grocery store than it is to herd cattle or carry bushels of wheat into the store.
	Money is a store of value. A big problem with using things like cows and wheat as currency is they don’t last forever. After a while, cows get old and wheat spoils, so they lose their value. A $10 bank note will be worth its face value no matter when you spend it.
	Money is a unit of account. Money makes it simple to compare prices. If one merchant accepts cows for payment and another wants wheat, it’s hard to figure out which is the better deal. It’s easier when everything is priced in dollars.


Here’s another way to think about modern money: It’s a social agreement. Society gives value to bank notes and coins, and this helps us make informed choices when we buy what we need, save for the future or settle debts. But money can keep its value only if people have confidence in it. The Bank of Canada works to make sure the country’s dollars hold their value over time.



			

			
				
    
    
        
    
        

    
	
        
        
        
        
        



    


        
            For more on why prices change and what it means for the economy, see The Economy, Plain and Simple.
        

    

    




			



			
				Making money for Canadians

When most people think of money, they picture bank notes and coins. It’s the Bank of Canada’s job to design and produce the country’s bank notes and the job of the Royal Canadian Mint to produce coins.



			

			
				
    
    
        
    
        

    
	
        
        
        
        
        



    


        
            Learn about the Bank’s principles for designing bank notes.
        

    

    




			

			
				Durability and accessibility


  Bank notes must be functional and usable in automated banking machines (ABMs) and other cash-handling machines.

 

They must also be recognizable as Canadian notes. The design supports the Bank’s commitment to providing blind and partially-sighted Canadians with an effective suite of accessibility features so they can recognize bank note denominations.  





			

			
				Martine Warren, a bank note specialist from the Bank of Canada, talks about the technology and testing that goes into making our bank notes durable and secure. As well, Diane Bergeron from the Canadian Institute for the Blind shares her experience with features that make Canadian notes accessible to those who are blind or partially sighted.



			

			
				
  Security  


The Bank makes sure Canada’s bank notes are secure and accepted for payments by making it hard to counterfeit them.



			

			
				The bold security features on the vertical $10 note are easy to check and difficult to counterfeit.



			



			
				There’s more to money than cash

These days, we more often make payments electronically, through debit cards, credit cards or tapping our smartphones. We’re shifting away from traditional forms of payment like bank notes and cheques.




			

			
				Dinesh Shah, a Bank of Canada researcher, and Stéphanie Nolin, an online entrepreneur, talk about current trends in e-commerce. Our payment options are growing daily, but does this mean the death of cash?



			

			
				Payment and clearing systems

No matter how you pay for something, the right amount of money must go from the buyer to the seller. With cash, it’s simple. With electronic payments, it’s more complex. Think about what happens when you tap your debit card. That action triggers a command for your bank to send a certain amount from your account to the seller’s account. And that account may be at a different bank.

The system works because our banks and payment systems have the controls in place to get it right—every time. Every electronic transaction is recorded, and Payments Canada makes sure the correct amount of money travels through our payments system.

It’s crucial for the Bank of Canada to understand how money moves through these systems because it’s our job to:

	oversee payment systems that are important to the financial system
	promote the safety and efficiency of these payment systems to manage possible risks to Canada’s financial and economic stability




			

			
				Digital currency

If you have a PayPal account or use prepaid cards to buy video games, you are using digital currency. This form of money comes in familiar units, such as Canadian or US dollars, and lives on a mobile phone, tablet, smart card or computer server.

Unlike an electronic payment, where money travels from a buyer to a seller, digital currency is parked in a “storage facility” during its electronic journey from source to destination.



			

			
				
    
    
        
    
        


	
	
	
	
	
	



    


        
            Institutions such as the Bank for International Settlements define digital currency as “monetary value stored on an electronic device issued upon a receipt of funds and accepted as a means of payment by entities other than the issuer.” 
        

    

    




			

			
				Many paying one

Think of someone who rents out their property as a vacation home and uses an online payment service like PayPal to collect money from many different customers. The online payment service gathers a pool of money that is then transferred to their account.
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				One paying many

Or, think of one person using a prepaid payment card for a shopping trip. Whether the shopper uses the stored funds for a single purchase in one store or many purchases at different locations, the merchants receive payment for the goods from the payment service provider, not the shopper.
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				Why we love paying digitally

	It provides the speed and convenience of cash without the hassle of carrying and counting out coins and bills.
	It is how we shop online.
	It means merchants don’t have to process cash or make change.




			

			
				Financial technology—or fintech—is changing how we pay for things around the world. 



			

			
				Cryptoassets

All the electronic transactions we’ve talked about so far leave a record that can be traced. Until recently the only way to buy or sell something anonymously was to use cash.

That’s changing with the use of virtual products, such as bitcoin. These live and move on a computer network that directly links users. Transactions take place between anonymous addresses and are recorded on a “distributed ledger.” There is no trusted third party to manage the system or gather user information.

Many people use the term “cryptocurrencies,” but the Bank prefers to call them cryptoassets. That’s because these products don’t do a good job of performing the basic functions of money.



			

			
				
    
    
        
    
        

    
	
        
        
        
        
        



    


        
            Deputy Governor Tim Lane puts cryptoasset developments into context and explains the Bank’s work on this file. Check it out.
        

    

    




			

			
				 
   Cryptoassets don’t function like traditional money

 
Think back to the beginning of this article about what money is supposed to do.

	Cryptoassets aren’t widely accepted as a medium of exchange. Try to find a supermarket that lets you buy groceries with bitcoin.
	Cryptoassets aren’t generally a reliable store of value. For example, the price of bitcoin jumped from just over US$1,000 at the start of 2017 to more than US$18,000 in December of that year. Then it fell by three-quarters over 2018.
	Cryptoassets don’t work well as a unit of account. Because cryptoassets aren’t associated with national currencies, such as the Canadian or US dollar, vendors that accept them need to constantly adjust their prices.




			

			
				
  Stablecoins on the horizon


We’ve been keeping a close eye on all developments in the field of cryptoassets. These include stablecoins, which can work as a unit of account. That’s because they’re designed to be fixed to an underlying currency or asset.



			

			
				
    
    
        
    
        


	
	
	
	
	
	



    


        
            We’re exploring a digital Canadian dollar. Learn more about our research.
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