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Question

Market of payment companies is very concentrated
- think Visa and MasterCard in the US

This paper: how payment developments impact stocks of payment
firms

Approach: announcements of CBDC in Europe

Main result: stocks of the US (EU) payment firms drop (rise), stocks
of banks don’t change
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Events

Positive news about digital Euro development
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Visa and MasterCard dominate European payments
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Overall asessment

Very thoughtful and important paper!

Well-deserved R&R at the JF

My comments will build around mechanisms and welfare
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Mechanisms

Why do EU payment stock prices rise and the US payment stock
prices drop?

1. EU payment firms outcompete US payment firms (not just Visa and
MasterCard)

2. Push for autonomy of European payments

Why don’t bank stocks drop?

1. Banks believe digital Euro will not destabilize them
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Comment 1: narrowing down the mechanisms

The autonomy mechanism is clear and well-discussed

The competition mechanism leaves several open questions:

1. Why do EU payment firms like CBDC – a competition to them

- Is this because credit card fees are low?

2. Why don’t US payment firms raise fees in the US?

- Matching potentially compares largest EU firms with average US firms

Banks should dislike CBDC because of the credit card fees
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Alternative mechanism: CBDC is unlikely

We are unlikely to see a well-functioning CBDC anytime soon

That is why bank stocks do not react

Payment stocks react because the news contain information about
payment development

- Visa and MasterCard can lose their fee profits

- EU payment firms charge low fees due to regulations and benefit
because Visa leaves
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Countries that discuss CBDC

AFA January 4, 2025 8 / 14



Countries that launched CBDC
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Many interviews discussed other payments too
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Suggestions

Study the US as a placebo

- CBDC is very unlikely to come to the US

Check if CBDC effects fade over time

- We believed in CBDC more a few years ago than now

Show the effects of card fee caps

- They can explain asymmetric results (but inconsistent with banks’
stocks)
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Comment 2: explore welfare results

Authors: merchants should benefit from lower fees

Comment: Wang (2023) argues competition increases fees

Negative effects during bank runs – Brunnermeier and Niepelt (2019)
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Suggestions

Compare to the US where there are no caps on fees

Explore countries with changes in fees such as Brazil

Consider negative announcements as well
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Conclusion

Very well-done paper on an important topic

Other potentially interesting mechanisms

I look forward to reading a published version
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