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Agenda

 What is a CBDC (Central bank digital currency)

* How is the Riksbank working with a potential e-krona
* Technical pilot/research — a base for learning!
* Legal research
 Policy research/analysis

e Road ahead!

e Questions?



What is a CBDC?

SVERIGE
RIKSBANK

A digital payment instrument, denominated in the
national unit of account and a direct liability of the
central bank. (The digital money we use today is a claim
on a private bank.)

Exchangeable 1:1 with other forms of svenska kronor

Retail CBDC — available for general public.

Wholesale CBDC - restricted to wholesale, financial
market payments.

NOT Crypto! The opposite




Why is this interesting for the Riksbank?
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Har tar vi bara kort. WE ARE A CASH-FREI

Battre for miljon och sakerheten. ‘

Kontantfri butik!

Snabbt och enkelt.




Payments re pO r{ 2022 Making payments have become easier...for

the majority

RIKSBANK

* The usage of Swish is increasing

* More integrate their payment card
in the mobile phone

* More and more elderly shop
online and use digital payment
methods

Cash is used less and less
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This can be problematic

* A public good with network
externalities. State issued money as
role of an anchor

* Vulnerable groups have problems
with daily payments

* Crisis preparedness and resilience

 Competition in market with natural
monopoly




The Riksbank’s mandate =

The Riksbank is Sweden’s central bank and a public authority under
the Riksdag (the Swedish parliament). The Riksbank is responsible for
conducting monetary policy, the objective of which is to maintain a
low and stable level of inflation over time. We shall also contribute to

the stability and efficiency of the financial system, [including the ability

of the public to make payments. The Riksbank is also responsible for

issuing banknotes and coins.

* An e-krona is evolution of the money we offer the public. Not
revolution!



"What is going on at the Riksbank?!”

e Cecilia Skingsley 2016: Should the
Riksbank issue an e-krona?

 We were quite alone in the beginning
when we started looking at these
questions

* Then came Libra/Diem & rise of stable
coins which raised the interest at other
central banks
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Today almost every central bank is looking at it

Project phase: = %
Live retail CBDC ‘

B Retail pilot ongoing

I Retail pilot completed )
Retail research » ‘
B Retail research and wholesale project - ¥
l Wholesale project s
N/A

BS = The Bahamas; ECCB = Eastern Caribbean Central Bank; HK = Hong Kong SAR; JM = Jamaica; SG = Singapore. The use of this map does not constitute, and should not be construed as
constituting, an expression of a position by the BIS regarding the legal status of, or sovereignty of any territory or its authorities, to the delimitation of international frontiers and boundaries
and/or to the name and designation of any territory, city or area.

Source: R Auer, G Cornelli and J Frost (2020), “Rise of the central bank digital currencies: drivers, approaches and technologies”, BIS working papers, No 880, August.



Motives for CBDCs differ across jurisdictions =p

RIKSBANK

Where cash is in decline, end-users may lose access to risk-free central

1. Continued access to central bank S,/ bank money. A CBDC could act as a digital banknote and ensure that.

Where cash is marginalised, its role a backup payment method will be

2. Resilience impaired. A CBDC system could improve operational resilience.

High entry barriers dominate the payment market. A CBDC can increase

3. Increased payments dlverSIty competition, especially if it becomes interoperable with other systems.

Certain end-users have troubles in accessing private payment solutions.

4. Encouraging financial inclusion A CBDC may ensure that those end-users are able to make payments.

Cross-border payments are costly, slow, opaque and hard to access.

5. Improving cross-border payments Interoperable CBDCs could play a role in enhancing those payments.

Today, only cash offers privacy when making payments. A CBDC could
bring about some level of anonymity for electronic payments.

6. Supporting public privacy

In some situations (e.g. Covid-19) an efficient facility to quickly transfer

7. FaC|I|tat|ng fiscal transfers funds to the public is beneficial. A CBDC system could offer this.

Source: Group of seven central banks and BIS, Central bank digital currencies: foundational principles and core features, October 2020.
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E-krona objectives

RIKSBANK

* To ensure continued access to
central bank money for the
general public

e To strengthen the resilience of
the payment system

e To contribute to innovation
and competition

11



Common policy principles the CBDC must take into account

RIKSBANK

’Co-exist’ with private forms of money within the existing payment infrastructure.
* The e-krona must be exchangeable 1:1 with other forms of kronor

* Design interoperability with other forms of money

‘Two —tier model to promote innovation and efficiency’ in payments, fulfilling user needs
* The Riksbank does not want any end user relations
* Private actors on the market should distribute the CBDC and design payment services on it.

* Open up the payment market for a broader group of actors

‘Do no harm’ to other policy objectives beyond safe and efficient payments.

* Avoid financial turbulence by introducing a CBDC

» Safeguard monetary policy tool (ability to have low/negative interest rates)

=» Must be able to steer demand or cap supply of e-krona or control who can hold e-krona




Technical pilot
RFI el el e International
(ONLY FOR development
LEARNING!)

Design and set requirements for
an issuable e-krona




QX

The E-krona pilot

* Develop and test a possible technical solution
(pilot)

* Investigate legal issues

* Main objective is to gain knowledge of the
opportunities and challenges

GE
RIKSBANK

* No decision on whether to issue an e-krona or on
how the e-krona would be designed and which
technology would be used
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Distribution model and technical solution pilot

Like a digital version of a
A private DLT-network based on R3’s withdraw from an ATM

3

Corda platform with only Riksbank SEIS

RIKSBANK

approved participants that is allowed to
distribute e-kronor

(banks and PSPs simulated during phase S lSEE
1) Network Withdraw/ B
Deposit 1 X/) END USERS
Lﬁ Hold their own e-krona
o ~ @ wallets with the ability to
HH‘ :(n i |I lulw‘ !I I[‘\:/T :|\n \H\j\ IX, transfer'; eXChange CommerCIal
Soanien 2 _— bank money to e-krons
BoonoRoRooEaanae - } and initiate transactions
0000000000000 RIX¢—— & @ C ith th k
. /\fs Wi e e-krona.
AN The digital wallet is

RIKSBANK NODE : connected to a payment
The Riksbank creates and destroys @ v instrument like a mobile

the e-krona against debiting or i& app or card.
crediting of the participants

account in the RTGS-system (RIX). .-~

.: NOTARY NODE

Technical function run by
the Riksbank. Controls that
a token usedina —
transaction has not been
used before (double
spending)

~

PARTICIPANT NODES

— Participants, e.g. banks and PSPs, run their own
nodes with the technical functionality to request
issuance and store e-krona, distribute the e-krona
to the end users, enable transactions and validate
authenticity of the e-krona.

I




Main technical activities so far

* Integration of external participants

* Development of support for addressing e-krona payments
using alias’

* Test possibility for offline

E-krona pijoq
Phase

e E-krona POS payments with payment terminal integration

* Evaluation of performance and scalability
* Test of programmabillity with smart contract

* Instant cross currency payments with Bank of Norway, S0 g gy
Bank of Israel and BIS

https://www.riksbank.se/globalassets/media/rapporter/e-krona/2022/e-krona-pilot-phase-2.pdf




Policy question (some of them!)

How should the e-krona be designed to meet the stated objectives (Ensure access to central
bank money for the public, strengthen resillience on the payment market and increase
competition & innovation)

What should a retail e-krona offer to the end users? Functions and way of usage.

How should we design the e-krona to gurantee “do no harm”? A steering model that doesn’t
kill the usability of the e-krona.

How should the two tier model work?
* Who should be allowed to design payment services on an e-krona plattform?
* How do we ensure business models for the intermediaires that design payment services
on the e-krona?
* What responsibilites should the intermediaires and the Riksbank have? AML for
example...

Given all policy choices = what technique should a potential e-krona platform use?



The Road ahead:

SVERIGES
RIKSBANK

Internal:

* Working on the design document covering everything from policy goals, collaboration model, technical

requirements, legal framework etc = ”“This is the e-krona”
External:

* An inquiry of the states role on the payment market (finished march 2023)
* What role should the state have in the payments market?
* What is the role of the central bank? e "

e Should the Riksbank issue an e-krona?

* ...And what happends at other central banks (ECB, FED & bank of England etc.)?




”Sveriges Riksbank Economic Review 2, 2022"”: https://www.riksbank.se/en-
gh/press-and-published/notices-and-press-releases/notices/2022/new-issue-of-

the-riksbanks-journal-economic-review2/ e
RIKSBANK

”E-krona webpage” https://www.riksbank.se/en-gb/payments--cash/e-krona/

Thank you!
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https://www.riksbank.se/en-gb/press-and-published/notices-and-press-releases/notices/2022/new-issue-of-the-riksbanks-journal-economic-review2/
https://www.riksbank.se/en-gb/press-and-published/notices-and-press-releases/notices/2022/new-issue-of-the-riksbanks-journal-economic-review2/
https://www.riksbank.se/en-gb/press-and-published/notices-and-press-releases/notices/2022/new-issue-of-the-riksbanks-journal-economic-review2/
https://www.riksbank.se/en-gb/payments--cash/e-krona/
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