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24-26 February, 2020
Muscat, Oman

The MEA Cash Cycle Seminar (CCS) was held in Muscat, Oman and was happy to welcome 161 delegates
from 33 countries and 72 organizations – including 15 central banks – to discuss the latest issues, trends and
best practices in the MEA region.
The first day started with the Central Bank Summit, a place where delegates from 14 central banks gathered to listen to important
presentations and have round-table discussions on topics that were crucial to them. Antti Heinonen, Chairman of Banknote Ethics
Initiative (BnEI) and Adviser to the European Central Bank (ECB), kicked off the summit with insights on the importance for Risk
Management for Currency Departments. He took the delegates through the typical steps of a classic risk management framework (risk
assessment, contingency planning, and crisis management), and listed likely risks that are common to most currency systems. He also
looked at some less obvious risks that would not typically be covered in a plan, such as when the use of animal fat in the production of
polymer banknotes caused concerns in the UK, or a spelling mistake on the AUD 50 banknote released in 2019 affected the Reserve
Bank’s reputation. Antti concluded with a case study on contingency planning for a counterfeit attack. Thirty years ago, one of the
standard responses was the availability of a reserve series, this is no longer practical with the continuous development of new security
features. Common contingency strategies used today were discussed in detail so the delegates left with a better understanding of what
they could element at their banks.
Denis Habumugisha, Currency Director of the National Bank of Rwanda, then shared his experience with cash automation following
their recently completed new cash centre. A manual counting room using desktop equipment was transformed into a fully automated
process, using two high-speed note sorters in conjunction with an automated packaging machine, online destruction of unfit banknotes,
and the introduction of a vault management system. By doing so, not only has capacity and efficiency increased significantly, but security
has also increased by track & trace consignments through the process. The logistical process between depositors and the Central Bank
was standardised as an upstream benefit. A semi-automated vault for mint banknotes was also partly migrated to a fully automated
vault, deploying automated bin storage, increasing storage capacity by 300%. Denis touched on a brief overview of currency policy in
Rwanda, and interestingly echoed Antti’s earlier comments: to mitigate the risk associated with banknote production, the Central Bank
will not have more than two denominations printed by the same supplier.
Nana Koberidze, Head of Cash Circulation and Production Division from the National Bank of Georgia, was the last presenter to share
their experience. She focused on the update to their banknote series in 2015 which addressed the lack of modern security features
(meaning an increased counterfeit risk) and the need to replenish depleted mint banknote stocks. Nana explained the design principles
applied when preparing the new series, such as different colour schemes to differentiate notes, consistent size differentials between
denominations, and different approaches to security features dependent on relative value of the denomination. Public awareness
initiatives accompanied the roll-out across a broad range of communication channels, both to the cash handling industry as well as the
broader public.
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In the following group discussions, topics ranged from managing the risk
of banknote procurement, to the issuance of new banknote series (with
various delegates finding a lot of commonalities in their approaches), to
the usefulness of security features that are not actually understood or
used by the public, raising the question whether modern banknotes are
overengineered, making them unnecessarily complex and costly. Other
discussions centred on automation strategies for cash management, coin
repatriation and recirculation strategies, as well as the always topical
issue of the coin/banknote boundary.
The next day, the MEA CCS officially opened with Mr. Shabib Al
Shabibi, Currency Director of the Central Bank of Oman, welcoming the
delegation to the 5th Cash Cycle Seminar MEA in Muscat. He shared
some key insights into the Omani economy, referencing topics such
as oil representing 40% of GDP and 70% of government revenues
respectively, and the resulting budget dependency on fluctuation of the
oil price. Nearly 80% of the country’s oil production is being exported
to China, but the local currency is pegged to the US Dollar, which is not
uncommon for oil producing nations in the Middle East. The country is
going through a transition to become less dependent on oil production,
with manufacturing, logistics and tourism (3.5m tourists in 2019) as the
most important drivers behind that change.
Following the welcome address, Simon Lake (The Royal Mint) and Jens
Seidl (Currency Research (CR)) took to the stage to talk about how the
cash industry is in transition in some parts of the world. Simon provided
detailed insights into the latest developments in the UK with the Access
to Cash Review, demonstrating that the vast majority of the public are still
keen to be able to use cash and that indeed about 17% of the population,
or 8 million adults, would struggle without cash. Jens also referenced
some of the findings from the Access to Cash review but took a wider
view on other developments such as mobile QR based payments in Asia,
the explosive adoption rates for contactless payments, and other less
considered factors, such as contextual payments, on consumer behaviour
and ultimately cash usage. Monitoring such developments to accurately
forecast cash usage is key as cash in circulation is not necessarily a safe
indicator anymore for how much cash is actually being used to make
payments. The speakers were completely aligned in their view that cash
is still the most resilient payment method there is, and that while digital
payments are unable to replicate the same benefits as cash - mainly
resilience and privacy - it is crucial that consumers will continue to be
able to choose which payment method they prefer.

underlying issues and possible solutions. Friday shared
details on cash in circulation in Nigeria and highlighted
how cash is being recirculated in the market without
going through proper fitness sorting. Denis elaborated
on how the problem with banknote quality can often
start in the design process if central banks do not
consider things such as substrate, varnishing, robust
security features, etc. Poor inventory planning can
also lead to deterioration of currency quality as unfit
currency might not be able to be replaced with new
notes. Bahaa elaborated on that by highlighting some
of the benefits of certain substrates.
The afternoon concluded with a panel discussion,
bringing Ferenc Szelenyi (G+D Currency Technology),
Thorsten Pillo (Landqart), and Madhur Mehra (VISA) to
the stage to talk about Cash in Transition. The panel
covered a lot of ground, starting with a discussion
around why cash is still popular in many parts of the
world, and barriers that prevent digital payments from
replacing cash, such as lack of infrastructure. The panel
was quick to agree that cash and digital payments need
to coexist for the foreseeable future and spent some
time discussing how the cash industry needs to adapt
to a new situation where in some mature markets,
cash payments are actually declining. Automation,
investment in modern systems and a drive for more
innovations in the cash industry were discussed. When
talking about financial inclusion, Madhur made the
thought-provoking statement that cash is the ultimate
enemy of financial inclusion as it is the ubiquitous
payment method that makes it too easy for people to
maintain a position outside the formal financial sector.
On the topic of Central Bank Digital Currency (CBDC),
the panel was aligned in believing that CBDCs are likely
to be launched in several countries but that caution
is advised not to undermine the commercial banking
sector. To what extent they can, and will, replace cash is
to be seen – for now, cash will stay as the “last resort”
when everything else fails.

Shaun Ferrari (CR), Friday Imoulamen (Stanbic Bank), Bahaa Al Sayegh
(Crane Currency), and Denis Habumugisha (National Bank of Rwanda)
then gathered to discuss the quality of cash in circulation and any
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The second day started with a risk focussed session. Stephen Prior (CPS) was joined
on stage by Antti Heinonen (BnEI and ECB), who explained why the BnEI was brought
to life and how it is instrumental in an industry that had its fair share of corruption
scandals. Joining the BnEI is much more than just a statement of intent to stop
corruption, but it provides access to risk and compliance frameworks, including ISO
certification and a tailored bespoke audit framework. Rim Belhaj (ISET’Com) followed
with a presentation on Blockchain, explaining the underlying principles and how a
distributed ledger can not only be used to enable crypto assets, but more generically
prevent fraud through built in resilience and security. She further presented on
systemic weaknesses in mobile phone and data communications, specifically the SS7
vulnerability that was used to hack bank accounts in the UK and Germany. Design
flaws like this can be a significant hurdle in using mobile technology to drive financial
inclusion. Rim also highlighted a regulatory gap regarding who needs to ensure the
identification and removal of such systemic weaknesses.
In the next session, Levent Kocabiyik (Bantas), Mark Trevor (Vaultex UK), Mohamed
Al-Afif (Cash Solutions Company), and Shaun Ferrari (Currency Research) discussed
outsourcing in the cash industry. Levent focused on how to find the right balance
between automation and craft. Referencing Charlie Chaplin’s brilliant ‘Modern Times’,
he set the scene to promote automation where efficiently, reliably and profitably
advantageous. He reviewed the price gaps between levels of technology vs. savings
that need to be considered and concluded there is great potential that many new
technologies present but there is a need to have suitable contingencies in place to
cope with technology failures. Mark and Mohamed followed with insights into their
partnership in changing the cash cycle in Saudi Arabia. More than 70% of payments
are made in cash in Saudi Arabia and part of the Saudi Vision 2030 (a plan to reduce
dependency on oil) is to reengineer the cash cycle. At the core of the initiative is
the move to a multi-bank cash centre model, rather than maintaining separate cash
operations for each bank, driving economies of scale. The upgrade of equipment
and consistency of processing is instrumental in improving the quality of notes in
circulation, while at the same time, flexibility is built into the operational design to be
able to react to unexpected fluctuations in volumes. Mark also shared their latest in
product development which is one of the great examples of how collaboration across
banks can reduce costs while improving customer service.
Finally, Shaun commented on the risks and opportunities of outsourcing, based on his
experience of 17 years with the Federal Reserve System in the US, and his current role
as Global Director of Cash for CR. Shaun highlighted some of the barriers especially
commercial banks need to overcome before being comfortable to outsource to
someone who is also servicing their competitors. From a central bank perspective,
one of the key issues is to make sure that the commercial sector takes the same
care when it comes to quality of banknotes in circulation, so recirculation frameworks
need to be carefully designed to address this. From his perspective, outsourcing and
consolidation definitely provides great benefits with regards to efficiencies and cost
savings, and communication across the cash community is key, hence the importance
of the regional Cash Cycle Seminars. In the following discussion amongst the
panellists, central bank driven incentives such as a balance sheet relief mechanism
were highlighted as one way of getting the commercial sector on board. The panel
agreed that commercial banks will probably completely outsource cash management,
but that central banks are unlikely to completely let go of all aspects.

“Definitely a must attend seminar and looking
forward to the one in Joburg”
- Bank of Botswana
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A panel moderated by Dan Harrison (CR) and consisting of Bernd
Paulussen (Cash Consult ME), Jamie Cockerell (CPS), and Ronald
van Vliet (Transtrack International) saw them discussing best
practices for commercial cash handling. Bernd opened with a
suggestion that cash is critical in a region where up to 75% of
the economy is informal and he highlighted how slow the cash
sector has been in applying new technologies, such as barcodes,
introduced in 1969, but only found widespread adoption in
the most recent ten years, being the best example. Jamie
followed with a focus on integrated systems rather than isolated
implementations of technology. Sharing information across the
cash cycle is the new best practice, beyond the different ways
cash is being processed. Ronald expressed a very similar view,
with software at the core of innovation and data analytics and
forecasting becoming increasingly important in the cash industry
as it is changing at an unprecedented pace.
The panel discussed why best practices have not been adopted
quicker over the last couple of decades, particularly in the MEA
region. Some barriers referenced were the lack of automation in
central banks and the reluctance to make staff redundant. The
industry must also adopt to the increasing decentralisation of
cash recycling, right down to the retail level, and regulators need
to make sure they are across that trend too. A question from the
audience likened the cash industry to the Titanic and posed the
question whether technology can save us from the iceberg. The
panel unanimously agreed that selecting the right technology will
indeed be key to staying afloat.

In the final session, Dominic Owusu (Bank of Ghana), Thorsten
Pillo (Landqart), and Sarp Tarhanaci (PttBullion) discussed the
latest innovations in currency manufacturing. The Bank of Ghana
launched a new banknote series in 2008 and found after less
than 10 years that many of the features had become obsolete
(for instance, serial number reading was not a topic then, and
hence not all notes were designed conducive to that function).
With a commemorative note launched in 2017, Bank of Ghana
took the opportunity to test new security features, informing the
next generation of banknotes in Ghana. A new coin, for the first
time including a security feature (latent image) was also launched
recently, elevating the overall cash estate to state of the art.
Thorsten focused on the importance of a durable substrate and
the importance of this in automated processes. Sarp made the
case for gold as an additional global currency, praising its price
stability and importance as a global value reserve. He argued
that gold might have even been able to prevent some financial
crises as gold could have been used as a non-volatile value store
(Argentina 2001/02). In the wake of the Coronavirus and the
resulting losses at global stock exchanges, gold has indeed just
hit another record price on world markets.
At the close of the conference, CR looked at a summary of the
key themes to examine the key topics covered over the last few
days. Everyone was then invited to join CR at the next MEA Cash
Cycle Seminar, taking place in Johannesburg, South Africa in
February 2021!

After lunch, Chazi Masarweh (G+D Currency Technology), Jens
Eberhardt (Cash InfraPro), Barna Barabas (Jura), and Robert
Rose (G+D Currency Technology) discussed cash visibility and
authentication. Jens suggested that modern cash centers will rely
heavily on interoperability and standardization across the supply
chain, end to end. Barna presented a case study from Hungary
where smartphones are used to check notes for authenticity. It
was launched in 2019 and unsurprisingly, the performance of the
app relies on the quality of the phone used, but overall shows
promising results. Robert, under the motto of “data is the new oil”,
stated that using the data the right way can drive efficiency gains
of up to 30%.

JOHANNESBURG, SOUTH AFRICA
FEBRUARY 2021
JOIN US NEXT YEAR IN JOHANNESBURG!
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