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It is an honour to have been invited by Chair Zanettin to present the digital euro project to this
Parliamentary Committee.!]

In modern economies, a currency’s acceptance is dependent on the trust of its citizens. As a result,
any project involving currency, such as the digital euro, also draws strength from its democratic
legitimacy. In this context, political scrutiny and informed debate are crucial, highlighting the
importance of the work carried out by this Committee.

This presentation comes at a pivotal moment for Europe. In a global environment defined by rapid
change, strategic uncertainty and geopolitical tensions, Europe needs to strengthen its independence

by building a strong, innovative and competitive economy.

This is not a call for protectionism. It is a call to invest in Europe’s collective capacity to innovate and
to compete globally.

The ECB, along with the euro area national central banks, stands ready to play its part in fostering
Europe’s autonomy and security.

The ECB’s institutional mandate comprises two tasks that are particularly relevant for our discussion
today: issuing central bank money and promoting the smooth operation of payment systems.

There are two types of central bank money: retail money, which is used by people and businesses to
purchase goods and services, and wholesale money, which is used by banks to settle claims between
each other.

Before addressing the specific topic of the digital euro, which mainly concerns retail transactions, allow
me to quickly mention the work we are doing to modernise the currency for wholesale payments and
to improve cross-border payments, i.e. beyond the borders of euro area countries.

Digital payments are now the norm, and new technologies are disrupting financial services. While this
brings major opportunities to boost growth, it also comes with challenges. We need to make sure
central bank money remains fit for a digital world and thereby safeguard Europe’s monetary

sovereignty in a digital world.

On the wholesale side, the lack of a widely available euro-denominated asset to settle transactions

using distributed ledger technologies (DLT) creates a void that, if unaddressed, could be filled by non-



European solutions. This would create new dependencies and push the euro into a secondary role in
global digital finance.2!

To address this, the Eurosystem has launched a strategy to settle transactions recorded on DLT in
central bank money. This will provide a risk-free asset that supports the growth of an integrated and

dynamic European digital finance ecosystem. Our strategy consists of two complementary initiatives:

Pontes and Appia.l2l We are making swift progress here and aim to launch Pontes, our initial solution
for cash settlement, during the third quarter of this year. Appia will develop a vision for Europe’s future

digital finance ecosystem.[ﬂ]

Similarly, in the area of cross-border payments, the rapid growth of US dollar-denominated stablecoins
risks displacing the role of euro commercial bank money. We are making rapid advances on this too,
as we unlock faster, cheaper and more transparent cross-border payments by interlinking Europe’s

fast payment system with those of other countries.[
But there is one domain where Europe’s sovereignty is already under pressure: retail payments.

The role of cash — our sovereign means of payment — is declining as digitalisation accelerates. And
almost two-thirds of card-based transactions in the euro area are carried out by non-European
companies. Thirteen euro area countries depend entirely on international card schemes. And for those

countries that have a domestic card scheme or national scheme for e-commerce payments, like Italy,
data show that these schemes are losing market share across Europe.[]
This is the challenge | would like to focus on today.

The ECB is committed to acting in line with its Treaty mandate in this area: to provide sovereign
money to Europeans. However, the ECB cannot implement a solution without a robust legal framework
to support it. This is why the ongoing work of European co-legislators is essential.

I will first explain why the digital euro is so important, particularly in the current context. | will then
describe the many practical benefits it would bring to consumers, merchants and banks across the
euro area. Continuous engagement with all stakeholders remains a cornerstone of the digital

euro project. | would like to express my gratitude to the Banca d’ltalia for the guiding role it has played
in the context of the work performed by the Italian Payments Committee. Finally, | will outline why we
are optimistic that a public-private approach can help build a more resilient European payments
system in the future.

The case for digital cash

Let me start with a simple observation: the way we pay has changed more in the past few years than
in the previous 50.

Today, when we pay a bill, book a hotel or shop online, we rarely use cash.

For example, the ECB’s study on the payment attitudes of consumers in the euro area shows that here
in ltaly, the share of online payments increased from around 6% in 2019 to 24% in 2024 — a striking

example of how quickly digital payments have become part of everyday life.[1



Across the euro area, digital payments are increasingly the norm and cash can no longer be used to
pay in all situations. Online shopping already accounts for more than one-third of retail transactions,
yet cash cannot be used online.

This creates a structural gap in the monetary system: our economy is becoming increasingly digital,
but central bank money remains confined to physical cash in retail transactions.

Make no mistake: we will continue to issue banknotes and we are working hard to ensure physical

cash remains widely accepted and available.l] In fact, we are preparing to produce and issue a third
series of euro banknotes featuring a new design that Europeans can strongly relate to.

But the ECB must ensure that, in this digital age, public money satisfies the evolving needs of
Europeans. Therefore, we are getting ready to complement physical cash with its digital equivalent: a

digital euro.

This is not a side project — it forms part of the Eurosystem’s core tasks as defined in the Treaty:

issuing money with legal tender status as a public good.

By preparing for a digital euro, we are simply adapting to evolving technologies and preferences, and
preserving Europeans’ freedom to pay with their money — the sovereign money issued by their central
bank.

As a digital form of cash, the digital euro would ensure that central bank money remains available and
usable in an increasingly digital economy, upholding its role as a trusted anchor of our monetary

system.

Benefits for Europe’s autonomy

Given the current environment of growing geopolitical tensions, the digital euro is more than just a
“nice to have”. As the use of cash declines, we increasingly rely on complex digital technologies that
operate largely in the background.

As European citizens, we want to avoid a situation where Europe is overly dependent on payment
systems that are not in our hands.

Payment systems have become part of Europe’s critical infrastructure, alongside energy, transport and
telecommunications. The resilience and security of this infrastructure directly affects our economic
stability and strategic autonomy. Imagine that digital payments weren’t possible, even just for a day.

What effect would this have on society?
Italy, like the rest of Europe, is highly dependent on international providers.

Online shopping is a case in point. As | mentioned before, e-commerce makes up around one quarter
of daily payments in Italy. Some countries, including Italy, have developed national solutions for e-
commerce payments, but this is not the case across all euro area member countries. Moreover, even
when domestic schemes exist, international card schemes often continue to dominate the e-commerce
market. As a result, there is still no European payment solution for online shopping, and we remain

dependent on non-European solutions for cross-border e-commerce payments.

This dependence means that critical parts of Europe’s payment infrastructure are owned and operated
outside the euro area. At a time when resilience and strategic autonomy matter more than ever, this



creates vulnerabilities that we cannot afford to ignore.

A digital euro, built on European infrastructure, would allow Europe to regain ownership of the rails on

which its payment system runs and thereby strengthen our autonomy.

Benefits for consumers
Our motivation is clear, but what concrete benefits would the digital euro bring for consumers?

The digital euro would bring the simplicity and the convenience of being able to pay with a single
solution — for example, your smart phone. It would also ensure that we always have the freedom to
choose to pay with a public means of payment — not only in physical form, but also digitally.

In fact, in a Eurosystem survey, 66% of Europeans said they would be interested in trying a digital
euro after the concept was explained to them.['Y]

The digital euro would be a payment solution for every occasion. It could be used anytime and
anywhere in the euro area — just like cash, but in digital form. It would be universally accepted and free
of charge for basic use.

It would work both online and offline. Offline functionality is particularly important, as it ensures
resilience in situations where connectivity is limited and allows people to pay digitally with a level of
privacy comparable to cash. For offline digital euro transactions, personal transaction details would be
known only to the payer and the payee. And for online payments, the ECB and the national central
banks would not be able to identify the payer or the payee: we would only see encrypted codes and
the transaction amount. The link between these codes and the identities of the payer and the payee

would only be known to their banks.[]

To fulfil its goal of serving as a digital complement to cash, the digital euro would be accessible to
everyone, including people who are financially and digitally vulnerable and people with disabilities. We
have just signed a collaboration agreement with the ONCE Foundation for Cooperation and Social
Inclusion of People with Disabilities!'?! to promote and ensure universal access to the digital euro. This

focus on inclusion is also reflected in the work of companies like PostePay in the context of the digital
euro innovation platform.[ﬁ]

In short, the digital euro would combine the convenience of digital payments with the trust, safety and
privacy that people associate with cash.

Benefits for merchants
The digital euro would also bring tangible benefits for merchants.
Today, many European merchants depend heavily on international card schemes, which often come

with high and non-transparent fees. This is particularly the case for merchants in Italy, where it is

compulsory for retailers to accept card payments.!'“!

The digital euro would offer a European alternative that is accepted across the euro area, thereby
putting merchants in a stronger position to negotiate fees.



Today small merchants — including in Italy, where small businesses form an important part of the

economy — pay up to four times more for card payments than larger merchants.['®] With the digital
euro, these small merchants can expect to pay approximately half of what they are paying today for
digital payments. And this would also give them more power to negotiate lower fees than what they
pay today. Italian merchants see the digital euro as a good opportunity to strengthen the European
economy and create a better equilibrium in the payments market, which today is dominated by a few

large non-European providers.@]

Larger merchants would need to negotiate a lower charge individually. Given that the digital euro does
not charge scheme fees, a balanced allocation of these cost savings is important to ensure all
stakeholders in the digital euro ecosystem benefit.

From the outset, the ECB has worked closely with merchants and their representatives. This
engagement includes high-level meetings with President Christine Lagarde as well as technical
workshops at staff level. The design of the digital euro reflects what merchants consider essential:

seamless integration with existing checkout systems, ease of use, reliability and resilience.']]

The digital euro would allow merchants to receive payments instantly. And thanks to its offline
functionality, payments could still be accepted even when internet connectivity is temporarily
unavailable.

Benefits for payment service providers

Let me now turn to the payment service providers, in particular banks, which play a central role in the
digital euro project.

We have designed the digital euro in a way that ensures banks will not be disintermediated.

Right from the start, we envisaged that the digital euro would be distributed through banks and other
supervised intermediaries. Just as they are for cash, banks will remain the primary interface for users.
We actively engage with market participants including banks, and | would like to thank the Italian
banking community for its active involvement in the digital euro project, including its innovation
platform.

Also, digital euro holdings will not be remunerated and will be subject to holding limits to avoid the risk
of excessive deposit outflows, especially in times of stress. Our recent technical assessments confirm

that using the digital euro for day-to-day payments would not undermine financial stability.[m] And
because it will be possible to link the digital euro wallet to a commercial bank account, people will be
able to pay and be paid seamlessly in digital euro, even for larger amounts.

While preserving financial stability, the digital euro would also make it more advantageous for banks to
offer payment solutions to their clients. Today, with international card schemes, banks lose fees. With
big tech mobile payment solutions, they lose both fees and data. And in the future, with stablecoins —

which do not have holding limits — they would lose fees, data and stable retail deposits.

But the compensation model envisaged for the digital euro ensures that banks will benefit when

payments move from these solutions to the digital euro. As | already mentioned, this is because the



Eurosystem will not charge scheme or settlement fees, creating savings that can be distributed among
banks and merchants.

European rails for digital payments

In sum, the digital euro will deliver tangible benefits to European citizens, merchants and payment

service providers alike — it is a win-win for Europe.

We strongly believe in public-private partnership when it comes to enhancing the resilience of our
payment systems and strengthening our autonomy. And both sides of this partnership are moving
forward.

On the public side, the digital euro project is advancing well, both technically and legislatively.

On the technical front, we are continuing the preparations and building the necessary technical
capacity ahead of a possible decision to issue. As part of this work, we will shortly publish a call for

interest inviting payment service providers to take part in our pilot exercise.[']
On the legislative front, we welcome the Council of the European Union’s agreement on its negotiating

position on the proposed digital euro Regulation.@] This agreement by Member States is a decisive
step towards a digital euro.

The Council’s position preserves the key pillars of the European Commission’s proposal, including
legal tender status, mandatory distribution and acceptance as well as online and offline functionalities.
It also introduces targeted adjustments that address some of the concerns raised by European banks.
[21]

In parallel, the European Parliament is actively discussing the proposal and is expected to reach its

position in May. In this respect, we welcome the references to digital euro in the European

Parliament’s recent resolution on the ECB’s Annual Report22], which highlights the importance of
digital euro with both online and offline functionalities.

On the private sector side, we welcome the recent announcement on the collaboration between
regional and domestic schemes to facilitate cross-border payments and the intention to move towards

greater European market integration. This shows that European actors are stepping up.

At the same time, most European payment solutions today have a small footprint in physical shops.
Their coverage in online shopping is also limited. Therefore, building a common acceptance network
will take time and money, also because most industry standards are currently in the hands of foreign
companies. It is therefore unclear whether these solutions, on their own, can scale up enough to
address Europe’s payment challenges in the long run.

That is why we have always been committed to working with the private sector — to ensure that it can
make the best use of the opportunities created by the digital euro.

The digital euro, thanks to its legal tender status, would create a European standard — a common set

of rails on which private payment solutions can operate and innovate.[23]

| often compare this to a public rail network. The infrastructure is public, but private companies can
use these tracks to reach any destination in Europe and compete on services, quality and innovation.



Thanks to this shared infrastructure, private European payment initiatives would be able to achieve
pan-European reach more easily and scale up faster.

Private providers would also be able to integrate the digital euro seamlessly into their existing payment
solutions, for example in digital wallets or by co-badging it on physical cards.[24]

At the same time, we aim to minimise additional investment costs for payment service providers by

reusing existing infrastructures as much as possible.

Adopting the digital euro Regulation has become increasingly urgent if we are to make use of the
synergies between public and private solutions and reduce our dependence on foreign companies.

Importantly, some of the benefits of the digital euro will start to materialise even before its launch.
Once the legislation is adopted, the digital euro standards can be finalised and made available to the
market. As merchants renew their payment terminals, they can ensure that the new devices are “digital
euro-ready”. This will, in turn, allow European payment service providers to begin expanding their

reach and the range of use cases they can support.

Delays in the legislative process would risk breaking the momentum of these twin public and private
efforts. They would further entrench our dependence on international card schemes and increase our

exposure to non-European big tech payment solutions and stablecoins.

Conclusion
Let me conclude.
In October last year European leaders stressed the importance of “swiftly completing legislative work

and accelerating other preparatory steps” for the digital euro.[22] Their message was clear: the time to
act is now.

In this fast-changing world, let's show Europeans that we respond to challenges head-on — by
protecting our currency and guaranteeing people’s freedom to pay as they choose.

Consumers, merchants and payment service providers all stand to benefit.
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