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Rationale for
Eurosystem
exploratory work



DLT — simplified overview

E . . . .
arosystem a With distributed ledger technologies,
_- ’,’é;\‘ ~ 4 money, securities or any other digital asset
// TN could be recorded on a shared network in
A R the form of tokens
Foreign (& < — = ; ___J____\___%
(central)' | \\ T ve - : >-7 0 \ .
banksph ! ",/ TS~Ebd_--" N, CSDs, central banks, and commercial

S X _=EkC o] .

AP LR IR banks jointly share the roles of book-
1---\:---:---/-/---5 : keepers and operators of market
A S PR/ infrastructures

« SN St [/
N ENE WA . . .
RPN Potential benefits put forward: atomicity,
Commercial (decentralised) programmability and ease
banks and of reconciliation

4 www.ecb.europa.eu ©



Implications of industry ,-=7~34 With tokenisation,
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Selected solutions for
experiments and trials
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Next step - further the analysis through exploratory
work

Ad hoc limited trials and experiments
PRESS RELEASE l
Eurosystem to explore new technologies for | Settlement
wholesale central bank money settlement of transactions in live
(PROD) environment v
28 April 2023 | Settlement of tran_sactlons
in test (UTEST) environment
Exploration of potential solutions for central bank money settlement of
wholesale financial transactions recorded on distributed ledger technology
(DLT) platforms » Exploratory work would focus both on
New market contact group to foster dialogue and information exchange Delivery-verSUS-Payment and Payment-

with industry versus-Payment

* The Eurosystem will minimise any
potential impact of the exploratory work on
TARGET Services
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CeBM cash leg for settlement of transactions on DLT

— five conceptual solutions
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1. CeBM settlement in current TARGET
Services through adding a Trigger / Bridge
component

2. CeBM settlement on Eurosystem DLT
interoperable with market DLTs
(Interoperability)

3. CeBM and securities settlement on own
Eurosystem DLT (T2S DLT) (Integration)

4. CeBM and securities settlement on
DLTs shared between Eurosystem and
other stakeholders (Distribution)
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Achieving the Eurosystem objectives vis-a-vis meeting market demand

Balanced approach to achieve Eurosystem objectives
» |Improve the Eurosystem’s knowledge of the different solutions
» Gain consistent and coordinated market feedback

» Meet market demand for CeBM solutions during the DLT Pilot
Regime
» Avoid DLT ecosystems being built around stablecoins only

Focus on the Interoperability-type solutions
» with cross-platform settlement

Ad hoc limited trials and experiments
» intraday only, limited volumes and values settled
» without committing the Eurosystem to adopt a long-term

response
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Timeline
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Draft timeline for 2024 exploratory work

November May

Public call for interest Start of exploratory

work - 1st wave
November

end of exploratory work
for all participants

| Additional onboarding |
I window (2" wave) I

Onboarding and testing (15t wave) Trials and experiments execution phase

December Deadlines to reply to the July
Beginning of testing call for interest Start of exploratory
work — 2" wave
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Annex: Operational
aspects & further info
on solutions
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Further information on interoperability-type solutions

In scope of Eurosystem exploratory work:

« Trigger solution of Deutsche Bundesbank (link 1; link 2)

« TIPS Hash-Link solution of Banca d’ltalia (link)

» Full-DLT Interoperability solution of Banque de France (link 1; link 2)
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https://www.bundesbank.de/resource/blob/865166/f28d25bc79a5c78c7cf67d8002b78c81/mL/2021-04-digitales-geld-data.pdf
https://www.suerf.org/docx/f_7cac42a554f584ec539cc3c48064dc96_67927_suerf.pdf
https://www.bancaditalia.it/pubblicazioni/mercati-infrastrutture-e-sistemi-di-pagamento/approfondimenti/2022-026/N.26-MISP.pdf
https://www.banque-france.fr/sites/default/files/media/2021/11/09/rapport_mnbc_0.pdf
https://www.banque-france.fr/sites/default/files/media/2023/07/21/rapport_mnbc_2023.pdf
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Interoperability solutions in trial design

Market DLTs
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