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The 4% meeting of the International Institute of Finance (IIF) — Emerging Payments
Association (EPA) Global Payments Forum was held on September 8, 2021 as a global virtual
event. Co-chairs Richard Clow, SVP at Bank of America, and Aditi Sholapurkar, Global
Head of Strategy and Corporate Development, NIUM (now co-founder, SALT). The meeting
was co-moderated by Laurence White and Conan French of the ITF.

Morten Bech, Head of the Bank for International Settlements Innovation Hub (BIS-IH)
Swiss Centre, presented on with regard to central bank digital currencies. Morten Bech heads
the BIS-IH’s Swiss Centre, and presented on the topic of central bank digital currencies
(CBDCs) and cross-border payments. After defining CBDCs and providing some examples of
payment systems, he discussed the progress of CBDC research and pilots globally. In terms of
the BIS-IH’s contribution to the G20 roadmap, he discussed and laid out the various CBDC
projects underway as summarised on the slide below.

BIS Innovation Hub's CBDC projects

ot Retail CBDC (Aurum) explores a two-tiered distribution model for retail CBDC. It aims to create a prototype with two
A%  separate platforms: an inner, DLT-based platform where central banks can issue CBDC with access to banks only and an
r ¢ a outer platform with access to the general public and to banks.

Retail

two PoCs to settle tokenised assets in central bank money. These have shown that central banks have options in how they

@ Project Helvetia, done jointly with the Swiss National Bank and the financial infrastructure operator SIX has resulted in
0 can provide central bank money to DLT-based security platforms.

Project Arena is a shared blockchain environment for all centres in the BISIH's cloud environment and aims to build a core
platform and modules for wholesale CBDC settlement and a liquidly saving mechanism. The liquidity saving mechanism will
use data streaming technology to pool payments and machine learning to optimise settlement, which takes place in the
integrated blockchain CBDC platform.

Wholesale

Multiple CBDC bridge builds on the experience of Inthanon-Lionrock and is joined by the Hong Kong Monetary Authority,
the Bank of Thailand, People's Bank of China and the Central Bank of the United Arab Emirates. It aims to develop a
working prototype to support instant cross-border payment versus payment (PvP) in multiple currencies among multiple
jurisdictions.

Project Dunbar (Platform for settling cross-border payments using multiple wholesale CBDCs) builds on the work by

Monetary Authority of Singapore and the financial industry on Project Ubin. It aims to develop working prototypes of

shared settlement platforms for transactions with multiple CBDCs, and connectivity mechanisms to link up multiple shared
@ platforms.

Cross-border

Project Jura, explores the use of a wholesale CBDC for cross-border settlement jointly with the Banque de France, the
A\ Swiss National Bank and a private-sector consortium. It involves a wholesale digital euro, a wholesale digital Swiss Franc,
o and a tokenised financial instrument.
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(Reproduced with permission. See also BIS-IH 2021-22 work programime).

Mr Bech closed by emphasising that CBDCs were ‘not the only game in town’ when it comes to
cross-border payments, mentioning the SWIFT Go initiative, the Bundesbank’s amplus
project, and the BIS-IH’s Project Nexus, which seeks to set up a multilateral bridge among
instant payment networks.

#crossborderpayments #enhancepayments #G20 #GPF


https://www.bis.org/img/topics/ih_prog2122.pdf
https://www.swift.com/our-solutions/swift-gpi/swift-go
https://www.bundesbank.de/en/tasks/payment-systems/publications/amplus/amplus-859690
https://www.bis.org/about/bisih/topics/fmis/nexus.htm

The round-table part of the discussion was kicked off by a lead discussant, Hyder Jaffrey, a
strategic investments and digital assets leader at UBS. He made a number of points:

The need for public-private collaboration;

The distinction between wholesale and retail use cases for CBDCs;

The distinction also between direct and indirect forms of retail CBDC, i.e. who does the
consumer face (bank intermediary or central bank);

The discussion and debate was more around policy than technology;

The importance of digital ID to operationalising CBDC;

The importance of access policy for domestic and international use cases.

Co-chairs Rich Clow and Aditi Sholapurkar, and members of the Forum generally,
reflected on the interventions, and Morten answered questions where relevant. Points made
and themes raised included:

as DeFi and crypto assets gain in importance central banks will need to consider
implications for monetary policy transmission;

there is no lack of technological progress being made, but policy development is key to
reaping the rewards;

work on digital identity for consumers and businesses will be key, and may even be a
more important development than CBDCs;

to ensure that CBDCs lead to greater financial inclusion will require significant digital
infrastructure to be rolled-out, possibly as a public utility;

most of the BIS-IH projects to date seem to be bottoms-up, building on regional or
bilateral collaborations, and to move to a global level will require interoperability to be
designed from the outset;

governance of interoperable CBDCs is key; the BIS may be able to help in that regard;
CPMI in 2003 emphasised the singleness of the currency; authorities therefore can be
expected to try to ensure that basis does not open up between cash and digital forms of
sovereign currency;

There is a need for principles to help define roles of private and public sectors;

Will the CBDCs be designed to strike a balance between allowing a certain degree of
privacy in electronic payments and ensuring compliance with regulations aimed at
tackling money laundering and the financing of terrorism (AML/CFT regulations)?
AML/CTF for CBDCs is a hard problem to solve; Project Nexus tries to solve this issue
by using APIs; technology can help but legal frameworks may in the end hold us back
(unless harmonised/rationalised).

The chat line was active throughout the meeting, which was held on the Teams Webinar
platform. Some questions raised in the chat (not dealt with above) included the following.

One of the challenges in cross border payments is cost and often FX cost, it seems that
the BIS CBDC projects address speed and maybe transparency, are they also looking at
the FX cost issue? [Comment — reducing cost is one of the central planks of the G20
roadmap. IIF has advocated to the FSB that the cost of new infrastructure needs to
be kept carefully in check and factored into cost targets for the roadmap.]

Is the bigger issue not local insolvency law and how settlement in one jurisdiction is
impacted by insolvency in another jurisdiction? [Comment — cross-border insolvency
is outside the scope of the G20 roadmap but an important adjacency and potential
source of friction. The UNCITRAL 1997 Model Law 1is relevant.]

In closing, Camilla Bullock, Director General for Engagement for EPA Asia, said that EPA
appreciates the partnership with the ITF and in her mind digital ID has risen to the top of the
agenda for the Forum.

The ITF and EPA / EPA Asia welcome all engagement and feedback.


https://www.fsb.org/wp-content/uploads/P131020-1.pdf
https://www.iif.com/Portals/0/Files/content/Innovation/07_17_20211_xbp_targets.pdf
https://uncitral.un.org/en/texts/insolvency/modellaw/cross-border_insolvency

