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What is a digital euro?
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Liability of central bank Liability of a private entity Not a liability
I. Cash: physical form, to I. Commercial bank money I. Crypto-assets
general public Ii. E-money
li. Central bank deposits : lil. Some ‘stablecoins’ that entalil
digital form, limited access a claim/liability on an
i1i.CBDC/digital euro: identifiable entity

Complement to cash
and Central Bank
deposits
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What is a digital euro?

Central bank digital currency, Bjerg (2017)

« CBDC is issued by the central bank,
electronic, and universally accessible.

Central bank-
issued

* None of the other current forms of
money have these three propensities.

Reserves

Central
bank
digital
currency

Bank
account
money

Universally
accessible
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The digital euro's objective (1)

The digital euro as monetary anchor would preserve public access to

% central bank money, being widely accessible to prospective users in all euro
ﬂ area countries

The digital euro would defend the strategic autonomy of the euro area by
Increasing the independence from non-European payment solutions and
also from the potential rise of foreign private digital moneys in the euro area
or foreign CBDC.
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The digital euro's objective (2)

« Complementing, not substituting, cash and wholesale central bank
deposits

« Supervised intermediaries will be important in the distribution of a
digital euro

 Digital euro as source of innovation and public good, shall not
crowd out banks and innovation in payments
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The digital euro's use cases and possibilities (1)
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The digital euro’s use cases and possibilities

Programmable payments

% If 15t day of the month,
E‘l ﬂ \ transfer 100€ from A to B

v Check: Is it 15t day of the
— month? If yes, initiate a
transfer 100€ from A to B

If no, do nothing

Transfer 100€ from A to B
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R

Sends 100 €
End-user layer ﬂ > ﬂ
Receives 100
B

A €
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Distribution and role of the Eurosystem

End-user
management
layer

Commercial
scheme
layer

Functional
scheme
layer

Settlement
infrastructure

‘Settlement
rules

Money
issuance
layer

Level of influence
which the Eurosystem
choosesto exercise

End-to-end solution
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Open access
Functional scheme

Eurosystem
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Distribution and role of the Eurosystem

End-to-end solution

Payment scheme

Open
access

Issuance

» Facilitates a homogenous

end-user experience
across the euro area and - role of supervised
: interoperabilit via inter- iari
- End-user experience <tan dzr disatio):m inter-mediaries
- Fragmentation ' - Innovation.
: : » Best positioned to ensure + -
+ innovation P homogenous  end
pan euro area reach. user experience

» Respects the role of
supervised
intermediaries and still
offers room for innovation.
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Preliminary view:
not to be pursued

N\ [ )

Anonymity

Non-transparent
to third party

KYC during
onboarding;
holdings/balances
and transaction
amounts are not
known to
intermediary and
central bank

Currently applicable
baseline scenario

Transparent to
intermediary

KYC during
onboarding;

transaction data
and users’ profiling
data transparent to
intermediary for
AML/CFT
purposes

\

Preliminary view: beyond the
baseline, technical & legal

dependencies to be investigated

Policy dilemma: Privacy option

Selective privacy

KYC during
onboarding;
higher degree of
privacy for low-
value transactions;
large-value
transactions are
subject to standard
CDD checks

( )

Preliminary view:
not to be pursued,

( only minimum info

Fully transparent
to central bank

)
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Preliminary view: beyond the
baseline, dependencies with J
legislation to be investigated
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Policy dilemmas

How can we achieve the appropriate trade-off between
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N
minimising industry not producing undue offering a distinct value
investment costs for the dependence or giving proposition that not crowding out private
implementation of a digital undue preference to encourages consumers to Initiatives
euro certain providers pay with digital euro
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Project timeline

According to the 3" BIS Survey on CBDC (2021) of 65 central banks,
« 86% are exploring costs and benefits of CBDC,

« 60% are conducting experiments or proofs of concept,

* 14% are moving forward to development and pilots.

Central banks are moving into more advanced stages of CBDC engagement, although a broader roll-
out is still pending. Core motivations for issuing CBDC are payment efficiency and safety. Local
circumstances shape the motivations. Emerging market and developing economies show stronger
motivations for issuing CBDC than advanced economies.

Source: BIS Papers 114 (2021).
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Project timeline

Use case prioritisation
Report on focus groups
with citizens and
merchants

take-up
Distribution model

July 2021
Governing Council

decision to launch
investigation phase

On-line/off-line availability
Data privacy level
Transfer mechanism

Project team on-boarding
Governance set-up
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Design options to moderate

Selection of service
provider(s) for possible
project realization phase

Decision making
document including
advice on potential
issuance digital euro, its
design and
implementation plan

Compensation model
Access to ecosystem
Value added services
Advanced functionalities

Prototyping results

0 O

September 2023
Governing Council
decision to possibly
launch realisation
phase

Settlement model

Amount in circulation

Role of intermediaries
Integration and form factor
Prototype development

User requirements

Preparation for possible project
realisation phase decision making
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