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Why an exploratory work?

Eurosystem is investigating how central bank money settlement in euro could take placein
the presence of new technologies such as Distributed Ledger Technologies (DLT).
The Eurosystem aims to:

() consolidate and further develop the ongoing work of Eurosystem
central banks in this area,

Objectives (i) gaininsight into how different solutions could facilitate interaction
between TARGET Services and DLT platforms, and

(i) meet market demand for central bank money settlement during their own
pilots for example under DLT Pilot Regime

The Eurosystem has set up a dedicated contact group to support and to facilitate an active

dialogue with financial market stakeholders — read more about New Technologies for
Wholesale settlement Contact Group (NTW-CG) here.
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https://www.ecb.europa.eu/paym/integration/distributed/exploratory/html/index.en.html

Focus on interoperabllity-type solutions

Different theoretical approaches possible for providing wholesale central bank money (CeBM) settlement
using new technologies.

The Eurosystem decided to put in place
cash and assets on two different ledgers.
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Design principles

@ Exploratory work relied on the
@ (i.e., not a sandbox approach)

\Q Settlement of the cash leg of transactions in central bank money (CeBM)
Q happened with
(same participation as current TARGET Services)

Exploratory work

N.B. The Eurosystem’s exploratory work does not constitute a commitment by the
Eurosystem to provide any steady-state solution(s) in the future or to make any DLT-related
changes to its current infrastructure
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Solutions in scope for exploratory work

The exploratory work focused on the

( ):
. by Deutsche Bundesbank - link,
. by Banca d’ltalia — link,
. by Banque de France — link

The Eurosystem conducted jointly with the market:
 trials (settlement of real transactions with CeBM) and

« experiments (settlement of mock / test transactions)
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https://www.ecb.europa.eu/press/intro/news/html/ecb.mipnews231213_annex4.en.pdf
https://www.ecb.europa.eu/press/intro/news/html/ecb.mipnews231213_annex3.en.pdf
https://www.ecb.europa.eu/press/intro/news/html/ecb.mipnews231213_annex2.en.pdf

Exploratory work setup for trials
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Timeline

December March
Public call for interest @ GovC decision
Open to all market 29 November Reportin
participants subject to Approval of the End of exploratory to thepdecis?on-
eligibility operational and legal work for all making bodies
setup to start exploratory 13 May participants
+ work Start of exploratory

work - 1stwave \ ¢

Public info session

General information and . ) )
Additional onboarding window (2" wave)

demos of the solutions .
review of results and
recommendations

I Q4 2023 I Q1 2024 | Q2 2024 | Q3 2024 I Q4 2024
December to February 1 July
Beginning of testing Start of exploratory

work — 2" wave
Eurosystem internal testing and

first testing activities with
market participants and market
DLT operators
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Overall participation

] 3 market stakeholders* in wave 1
h | [ 4
A | 4
) | [ 4

- 00

r
r
7 market stakeholders* in wave 2 in total

* including market participants and market DLT operators — see list of participants here
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https://www.ecb.europa.eu/paym/pdf/participants_eurosystem_exploratory_work.pdf

Participation types from market stakeholders
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* market stakeholder can participate with both the @
roles of market participant and market DLT operator TETEH O P ©



Amount settled

during around 6 months of activity

ik
=A with 60 stakeholders

(including market participants and
market DLT operators)

~1.6B€

settled with real transactions in CeBM
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Use cases explored

Primary issuance of bonds and settlement with Delivery-versus-

00 Payment (DvP)

Lifecycle management of securities (e.g. coupon payment and
redemption)

Secondary market transactions

Margin calls

Cross-currency Payment-versus-Payment (PvP) transactions with

another central bank
I 4 O Automated wholesale payments
trials and ex perim ents Interbank deposit token transfers with related settlement in central bank
money
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Data and figures
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quantitative data from the Solution Provider
Central Banks (SPCBSs) — e.g. latency

quantitative and qualitative data from market
stakeholder on KPIs via survey on the
solutions tested - e.g. ease of reconciliation

results of experiments conducted internally
by the Eurosystem
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https://www.ecb.europa.eu/paym/groups/ntwcg/pdf/ecb.ntwdocs240125_outcome_written_consultation_6th_ntwcg_meeting.en.pdf?58c377eed548714b12a5dabbcf1decbc

Annex 1 — the Eurosystem learning objectives

= The Eurosystem defined the |learning objectives for the exploratory work, organised
E=~/ in high-level themes to improve the Eurosystem knowledge on the interoperability
solutions and DLT technologies

«  Settlement performance and efficiency

«  Liquidity management and 24/7

« Reliability and safety

* Integration of interoperability-type solutions with existing environments

« Integration of interoperability-type solutions with new environments (market DLTS)
«  Preliminary and qualitative cost analysis

« Information management and reconciliation

*  Automation features

«  Energy consumption
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https://www.ecb.europa.eu/paym/groups/ntwcg/pdf/ecb.ntwdocs240125_outcome_written_consultation_6th_ntwcg_meeting.en.pdf?58c377eed548714b12a5dabbcf1decbc

Annhex 2 — focus session

In December 2023, on the ECB website a
virtual focus session on Potential use of
new technology for wholesale central
bank money settlement (with demo of the
different solutions) was hosted.
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EUROPEAN CENTRAL BANK | EUROSYSTEM About us ECB& You Careers
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Home > News&publications > Payments news & events > Events

Focus Session (virtual)

Potential use of new technology for wholesale central
bank money settlement

When, Where

15 December 2023, 9:00 - 14:00 CET
Virtual Event

Video recording

The event is available to watch again.

Potential use of new technology for w
central bank money set]
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https://www.ecb.europa.eu/press/intro/events/html/fs20.en.html

	Slide 1: Eurosystem exploratory work on ntwCeBM settlement 
	Slide 2: Why an exploratory work?
	Slide 3: Focus on interoperability-type solutions
	Slide 4: Design principles
	Slide 5: Solutions in scope for exploratory work
	Slide 6: Exploratory work setup for trials
	Slide 7: Timeline
	Slide 8: Overall participation
	Slide 9: Participation types from market stakeholders
	Slide 10: Amount settled
	Slide 11: Use cases explored
	Slide 12
	Slide 13
	Slide 14

