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Itis a pleasure to be back here to speak before this Committee.

It has been an honour to steer the digital euro project and to discuss it with you every step of the way.
Our first hearing took place back in October 202011 when the ECB published its very first report on a

digital eurold, well before we decided to officially launch the digital euro investigation phase in October
2021.

We have made considerable progress since then, as can be seen in the many reports and studies we
have shared with you. We have made those reports public, enabling citizens and interested

stakeholders alike to keep up to date with our investigation.@] And during the eight hearings | have
attended before this Committee, we have discussed 110 of your questions.]

Your questions, comments and views — as well as your criticisms — have helped us make progress
towards our shared objective: designing an inclusive, truly European digital means of payment that
can meet people’s needs and preferences. | would like to sincerely thank this Committee for your

support and contributions so far.

But there is still a long journey ahead of us, and further close cooperation between European
institutions will be needed in order to determine the optimal design of a digital euro.

We are now approaching a new phase in this project.
In June the European Commission published its single currency package, with legislative proposals on

the digital euro and the legal tender status of cash.l?l We welcome those proposals. They put Europe

at the forefront of advanced economies when it comes to central bank money.

They create a new paradigm for preserving monetary sovereignty while guaranteeing people’s
freedoms in the digital age. The proposed measures would ensure that Europeans are free to choose
how they make their everyday payments. A public option would always be available — in the form of
both cash and digital euro — alongside private digital means of payment. At the same time, nobody
would be required to hold or pay with digital euro, and users would always be able to decide what they
use it for.

At the ECB, our investigation phase is now in its final stage, preparing the ground for the Governing
Council to decide whether to move to the next phase of the project.



Without prejudice to the ECB opinion that we are going to issue on the proposal, | will start by
discussing some key aspects of the legislative proposal. | will then update you on the status of the

project and outline the next steps.

A digital euro that is available to everyone, everywhere, free of
charge

The legislative proposals on the digital euro and the legal tender status of cash would ensure that, in
an increasingly digital world, central bank money remains easily accessible and accepted throughout
the euro area. Cash is here to stay. The proposals would enshrine this in legislation. But alongside

cash, there would be a new form of central bank money: the digital euro.

The proposal on the legal tender status of cash is the most important European-level legislative
initiative on cash since euro banknotes were first issued more than 20 years ago. It would strengthen

the status of cash and the rights of those who wish to use it.

The publication of the proposals was a landmark first step. It will now be up to the European legislators
to shape the proposals and ensure that a digital euro would replicate key characteristics of cash in the
digital sphere. It would do so by offering a means of electronic payment that is available to everyone,
everywhere, free of charge, while guaranteeing the highest level of privacy in digital payments. And it
could also be used offline.

The democratic debate on these issues is crucial. The ECB stands ready to provide any technical
input needed to support your work.

We are currently preparing the ECB opinions on the two proposals.[@

But let me highlight some key aspects of the digital euro proposal, which are pivotal to ensuring that
public money is available to everybody in the digital age.[Z]

The first key aspect is legal tender status®l, which would give people the right to have access to, and
pay with, digital euro. The proposal would also ensure that users can access digital euro at their

current bank, with no need to change banks. This would make the digital euro easily accessible!¥ and
send a clear message: everybody would be able to use their digital euro whenever and wherever they

want to, throughout the euro area.[19]

This option is vital. Just like electricity or water, everyday payments are an essential service, for both
individuals and the economy more broadly. We should not leave it to the private sector alone, including
big techs, to provide such services. Private closed-loop solutions are becoming increasingly prevalent.
Consider instant messaging services — if my family and friends all use the same application, | will

increasingly feel the need and the convenience to use it too. We may see similar trends emerging in
payments in the future.l!]

The second key aspect is privacy. According to the draft legislation, a digital euro would be a new

payment solution with enhanced privacy and data protection, while risks related to money laundering
and terrorism financing would be minimised. In line with this, we have proposed that the Eurosystem
would be unable to see the personal details of digital euro users or connect any payment information



to private individuals.l'4 Intermediaries would only see the user information needed for onboarding
and compliance with existing regulation, such as anti-money laundering and countering the financing

of terrorism rules. Furthermore, the possibility to pay offline would provide cash-like privacy, with
neither the intermediary nor the central bank processing the payment.m]
Third, the Commission proposal achieves a good balance between the pricing objectives of both the

public and private sectors. End users could use basic services of the digital euro free of charge[1—4],
while intermediaries would be compensated in a similar way as for comparable private digital means of

payment.[1—5] Merchants would be protected from any excessive fees that could result from the
obligation to accept digital euro as legal tender.

Fourth, the proposal recognises the ECB’s ability to develop and apply the tools needed to maintain

the equilibrium between private money — like commercial bank deposits — and central bank money.[m]
Tools such as holding limits will, by design, pre-empt any undesirable consequences for monetary

policy, financial stability and the allocation of credit to the real economy.[ﬂ] Users wishing to pay more
than the set limit will be able to do so by linking their digital euro wallet to their bank account.1él

We are confident that this equilibrium can be maintained. We have published detailed analyses
showing that an appropriate calibration of holding limits avoids risks to the financial system.[ﬁ]

Let me emphasise, once again, that the issuance of a digital euro represents an opportunity, not a risk,
for the European financial sector. We are designing it as a safe payment tool in order to preserve the
role of public money — that is, money backed by the state — while balancing innovation in payments

with the stability of the financial sector and guaranteeing privacy.

Our response to the technological revolution in payments cannot be to stand still. The counterfactual
to the digital euro is not a benign status quo. In the absence of a digital euro, the emergence of
potentially dominant private actors in the digital payments market could have a strong impact on the

financial sector.[29

This is a real possibility, as demonstrated by PayPal’s recent decision to launch its own US dollar-

denominated stablecoin for use in digital payments.m]

Private providers of payment services, including PayPal, have no incentive to limit the take-up of their
stablecoins or the range of services they provide. Quite the opposite: their objective is to expand their
customer base and gain market share.

They may have no incentive to make their payment solutions compatible with those used today. They
could offer services at low cost, given the revenue they could generate by reinvesting the reserve
assets in an environment with positive interest rates. And while the market entry of big techs or other
large payment providers may initially promote innovation, competition could be severely hampered if
they attain a monopolistic position, as we have seen in other digital sectors.

This would not be the case with a digital euro. A digital euro would be introduced by public authorities,

under a European regulatory framework. It would pay due attention to orderly adjustments in the



financial sector while offering payment service providers a platform for innovations with pan-euro area
reach.

Furthermore, unlike the stablecoins issued by big techs, the digital euro would be distributed by banks
and other payment service providers, which would maintain their relationship with their customers. And
the ECB is actively cooperating with European payment service providers and other stakeholders to

ensure that the digital euro would be fully compatible with existing payment tools and attractive to all.

(22] |y particular, as mentioned above, the proposed design of the digital euro would guarantee the
highest level of privacy for digital payments.

The finishing line for the ECB investigation phase

This brings me to our own project work. We are nearing the end of our investigation phase.

Since our last hearing, we have been performing a holistic review(23] to ensure consistency between
all the design options endorsed so far24l, and we have published the results of the prototype and
market research exercises.!22]

In addition, we have made further progress with our work on a draft rulebook for a digital euro scheme.
Here, too, we are closely collaborating with representatives from all sides of the market: consumers,

merchants, banks, payment institutions and public sector professionals.@]

Next month we will report on the findings of the investigation phase. On this basis, the Governing
Council will decide whether to move to the next phase of the project. But again, let me be very clear: a
possible decision by the Governing Council to issue a digital euro is not on the table now, and would
only be taken after the legislation is adopted.

If we do move to the next phase, the ECB and the national central banks of all euro area countries will
continue to analyse digital euro functionalities and eventually move towards developing and testing
technical solutions and business arrangements to be ready to start issuing a digital euro, if and when
warranted.

In this context, we will of course consider any adjustments that may become necessary because of the
legislative deliberations.

We will also continue learning by interacting with all relevant stakeholders. The input we have received
so far has been exceptionally valuable and has enhanced our understanding of the challenges that the
digital euro must address.

| am sincerely grateful to you, the European Parliament, for our regular and ongoing dialogue and for
all the support you have given us since the very beginning of the project. Therefore, should the
Governing Council decide to proceed to the next phase, the ECB remains committed to continuing its
regular hearings at the ECON Committee to engage with you and to support the democratic debate on
the digital euro.

An ambitious path ahead

Let me conclude.



A digital euro will make our money fit for the digital age. It follows in the footsteps of the architects of
the euro, who rightly believed that the currency union would only be complete with a tangible form of
the euro, issued by the central bank. The digital euro takes their vision forward into a digitalised world.
By providing an electronic form of cash, it will preserve people’s freedom to choose between private
and public forms of our single currency for their everyday payments.

The future of the digital euro is in your hands. Ultimately, it will only be as ambitious as you want it to
be, in line with the legislative framework you adopt.

| personally believe Europe should not shy away from being ambitious in developing an instrument
that serves the public interest by making Europe and the euro fit for the digital age. The digital euro will
give us a digital means of payment that, like cash, unites us because it can be used by everyone,
everywhere. It will strengthen our autonomy and resilience by relying on a European infrastructure and
reducing our dependence on a handful of non-European providers.

It is also an opportunity for Europe to lead the international debate on central bank digital currency,
with a strong focus on privacy and preserving monetary sovereignty in the digital age.

Most importantly, this will be a project that depends on and will benefit all of us.

And finally, let me express my personal thanks for the interactions we have had over the past few
years, and those we will have today. While | will be leaving my position at the ECB, | will remain

committed to this project in my new role.

| now look forward to your questions.
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