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Trendsights

Facebook’s Libra: 
a new currency?

Dive in

The recent unveiling of Facebook’s new blockchain-
based currency, Libra, has kicked off a wave of analysis 
and think-pieces — along with some regulatory 
concerns about the enablement of money laundering, 
for example. Given the size and sophistication of 
its sponsoring organizations, Libra has to be taken 
seriously; if it succeeds, it may have significant 
implications for Interac’s business.

In this edition of Trendsights, we unpack Libra: its 
backers, its attributes and structure, and its risks.

For more information, please contact developer@interac.ca.



2

Libra backers

The Libra Association

Libra is a proposed new stable 
cryptocurrency built on its own 
blockchain. The Libra Association is a 
Swiss non-profit founded by twenty-
eight member organizations, with the 
aim of having one hundred members 
by the cryptocurrency’s launch in 2020. 
Each member, including Facebook, 
will have a 1% voting stake and all 
must be global leaders in their space 
(e.g. by having a market valuation of 
at least USD $1 billion, among other 
criteria). Current members are only 
provisional and may or may not end 
up committing the $10M investment 
required for permanent membership.

Facebook’s announcement on June 
17th focused on Calibra, a Facebook 
subsidiary registered with the Financial 

Crimes Enforcement Network 
(FinCEN). Additionally, the subsidiary 
has registered as a money services 
business in all fifty US states. Calibra 
will be responsible for building and 
operating the digital wallet which 
will host Libra: a “stablecoin” (a low-
volatility cryptocurrency) anchored to 
a basket of currencies and securities, 
paired with a smart contract platform 
that together aim to create new 
opportunities for responsible financial 
services innovation. One of the key 
tenets of the Libra Association (which is 
responsible for the coin itself) is to bring 
open, safe, stable, and global payments 
solutions to the world’s 1.7 billion 
unbanked (and often lower income) 
people.

Although the list of founding companies is 
heavily weighted toward the US, there is a mix 
of both organization types and countries. 

Payments:
Mastercard (US)
PayPal (US)
PayU (Netherlands)
Stripe (US)
Visa (US)

Technology & Marketplaces:
Booking Holdings (US)
eBay (US)
Facebook/Calibra (US)
Farfetch (UK)
Lyft (US)
Mercado Pago (Brazil)
Spotify (Sweden)
Uber (US)

Telecommunications:
Iliad (France)
Vodafone (UK)
Blockchain:
Anchorage (US)
Bison Trails (US)
Coinbase (US)
Xapo (US)

Venture Capital:
Andreesen Horowitz (US)
Ribbit Capital (US)
Thrive Capital (US)
Union Square Ventures (US)

Nonprofit, Multilateral & Academic:
Creative Destruction Lab (Canada — CDL is 
an accelerator founded by U. Toronto)
Kiva (US)
Mercy Corps (US)
Women’s World Banking (US)
Breakthrough Initiatives (US)

Founders

For more information, please contact developer@interac.ca.
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Governance

For more information, please contact developer@interac.ca.
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How Libra will work

Stability of currency value is often 
lacking in crypto solutions mainly 
because their cryptocurrencies 
are susceptible to speculation and 
have no underlying assets, resulting in 
erratic valuations. By contrast, Libra 
gains stability by backing each coin 
with a reserve of broadly held and 
stable assets — similar to how national 
currencies used to be backed by gold 
or silver. Libra has not published the 
specific mix or types of assets in the 
reserve other than to state that it will 
hold a broad mix of fiat currencies, 
most likely held as bank deposits 
and investment-grade government 
securities. The specific mix of assets 
will be monitored and can change 
over time to maintain the integrity 
and stability of the reserve, based 
on direction from the one-hundred-
member Libra Association. 

This concept has been used previously 
and predates the emergence of 
cryptocurrency. An example of this is 
the International Monetary Fund’s use 

of XDR or Special Drawing Rights that 
are based upon a basket of currencies 
that are intended to be much more 
stable than any single currency. XDRs 
have been used as the basis of IMF 
loans to countries that could be hurt 
by currency fluctuations, similar to the 
framework used by the Royal Canadian 
Mint’s digital currency MintChip, now 
owned by nanopay. 

The money in the reserve will come 
from investors in the separate 
Investment Token (essentially, the one 
hundred “shares” for founders), and from 
users buying Libra coin. The Association 
will initially pay out incentives in Libra 
coin to encourage adoption by users, 
merchants, and developers. Again, 
this model is well known in the crypto 
community and has been shown 
effective in building networks and 
communities of users. The funds for 
the coins that will be distributed as 
incentives will come from the founding 

partners’ $10M buy-in, plus a private 
placement to investors — which is why 
a number of the founding members 
are VCs. 

The organization’s cash reserve from 
purchases will grow in lockstep with 
Libra demand because each unit will 
be fully backed by the reserve and 
the interest on this is what will reward 
founders and help keep user fees low. 
This, combined with the limit of one 
hundred founding members, is designed 
to elicit a “fear of missing out” among 
potential members, and to build a 
critical mass of global support to kick-
start the ecosystem. 

The Association wants to minimize 
fees in the ecosystem, charging just 
enough to pay for “the gas” needed to 
run the system. The Libra wallet is also 
“custodial” — so users who are hacked, 
scammed, or lose access to their 
accounts will be made whole by Libra.

Libra analysis TECH NOTE
Libra’s blockchain technology appears to be a net new Byzantine Fault Tolerant 
consensus approach which iterates on widely adopted blockchain data 
structures. It also creates a new “Move” programing language for implementing 
smart contracts, facilitating automatic proofs that transactions have satisfied 
certain criteria. The system is designed for1,000 transactions per second (versus 
Bitcoin’s seven and Ethereum’s fifteen) and a node only needs a half-rack of 
commoditized hardware with 40mbps of bandwidth and low-cost 16TB drives.

For more information, please contact developer@interac.ca.
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Concerns

One area of concern is the lack of an 
external regulator for Libra: once it 
reaches scale, the founding members 
can decide to change policies as they 
choose. This could easily happen in 
ways that improve their short-term 
profitability, but impose systemic risks on 
Libra holders (for example, by holding 
fractional reserves as banks do, or by 
investing the reserve in risky assets). If 
this goes poorly, it is Libra holders who 
will pay for it, effectively externalizing 
the risk away from those who created 
it — much like securitization did in the 
subprime crash of 2008. 

The Libra Association is the only entity 
that can create or destroy Libra units. 
Coins are only minted when authorized 
resellers have purchased those coins 
from the association with fiat assets 
to fully back the new coins. Coins are 
destroyed when the authorized resellers 
sell Libra coin back to the association in 
exchange for the underlying assets. 

It is not clearly stated whether “know 
your customer” (KYC) regulations will be 
applicable to Libra in order for it to be 
used; currently in pre-launch it is non-
custodial making it pseudo-anonymous. 
This is aligned with the general anti-
KYC consensus around cryptocurrency. 

The key success factor is trust.  
Will Facebook be able to overcome 
its significant public trust deficit  
with technical design, governance 
and partnerships?

For more information, please contact developer@interac.ca.
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However, it may come down to 
individual Libra providers to decide on 
the applicability of KYC to their market. 
For example, a wallet provider may 
require KYC compliance covering all 
assets in their wallet, not just Libra.

The Libra Association is aware of 
the potential abuse of the platform 
which is expected to be open for 
developers. The Association has stated 
that it will be vigilant in maintaining the 
integrity of the coin and the platform. 
Since the Libra announcement is so 
recent, developers, potential users, 
and governments alike are anxious to 
learn more about the solution and 
its governance model. In fact, some 
countries are already requesting 
additional information and the 
United States has implied that it may 
temporarily block the currency’s release. 

Libra is also a more subtle play to 
create the global standard for digital 
ID, but this has not landed well with 
experts in the field. Many have been 
working on this problem for years, 

and are already developing solutions 
designed specifically to prevent an 
organization from “owning” ID — which, 
much like the Internet, is too big to be 
owned.

Facebook, as Calibra, plans to run the 
project through the end of this year 
and then to turn it over to a larger 
community as Libra becomes more 
established. Calibra fits with Facebook’s 
desire to build and manage open 
global platforms, and is the most 
recent and strongest example of the 
company’s push into payments.

With Libra, Facebook likely intends 
to pre-empt a large technology 
competitor from owning the space 
and excluding Facebook from 
accessing the purchasing data of 
users plus the ad market targeting 
based on that data. They claim to 
have no immediate plans for profit, 
but have stated a longer term goal 
to offer services on top of the Libra 
platform, similar to WeChat’s offering 
of everything from loans to investments.

For more information, please contact developer@interac.ca.
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