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Executive Summary 

A framework for money and payments 
UK Finance and its members are dedicated to maintaining the UKôs status as a leading 
global financial centre. We collectively aim to enhance the UK money and payments 
ecosystem to drive growth, innovation, and competition while ensuring efficiency, security, 
and inclusivity.  

We endorse the governmentôs focus on stability, strategic partnerships and balanced 
regulation to foster investment opportunities. With the UK government aiming to become the 
fastest-growing economy in the G7, collaboration across public and private sectors is crucial. 
UK Finance believes that a well-designed framework for money and payments is 
fundamental to the government's ambitions and will position the UK at the forefront of 
payment innovation.  

The financial services sector is recognised as a significant growth area in the governmentôs 
industrial strategy. We want to support the government in making informed decisions on 
public investments while fostering a favourable environment for private sector confidence, 
underpinned by sound commercial principles, which are vital for success and often 
overlooked. 

The National Payments Vision and Strategy is an essential part of enabling payments to 
facilitate economic growth. This Vision must be owned and kept up to date by His Majestyôs 
Treasury (HMT), while being a shared initiative among government, regulators and industry 
stakeholders; with the aim of providing clear objectives and outcomes for the UK. 

To support long-term growth and investment, it is imperative to establish a streamlined 
regulatory environment. Currently, firms face increasingly complex regulations, consuming 
up to 90% of payment firms' change budgets. The regulatory requirements and anticipated 
value of delivering initiatives are not always clearly understood or balanced against the risk 
and cost of delivery, in particular when it comes to significant infrastructure changes. This 
hampers the timely and cost-effective execution of the changes necessary to deliver good 
outcomes for customers and businesses. We advocate for clearer, outcome-oriented 
regulations that encourage innovative industry solutions. 

The Bank of Englandôs (óthe Bankô) discussion paper provides a focal point for dialogue 
around the future of payment infrastructure. Aligning the National Payments Visionôs broader 
public policy objectives with the objectives of the authorities (HMT, the Bank of England, 
Financial Conduct Authority (FCA), Payments Systems Regulator (PSR)) is vital for realising 
a unified vision for innovation in money and payments in the UK. Resisting change will 
hinder our success.  

We welcome the Bank of Englandôs recognition of the need for clear and renewed leadership 
by the UK authorities for retail payment systems. UK Finance is calling for: 

¶ One regulatory voice, led by the Bank of England, that can provide strategic decision-
making on future UK infrastructure.  

¶ A greater decision-making role for the industry in the development and delivery of 
future infrastructure.  
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¶ Excellent delivery capabilities, that can execute on the strategic investment decisions 
needed for the UK and provide confidence to those that invest in that infrastructure.  

We support the Bank's three principles for innovation in money and payments that 
emphasise the importance of maintaining monetary and financial stability; supporting 
innovation and competition; and protecting the public interest. We encourage a collaborative 
approach to further exploring the anchoring of all forms of UK retail digital money. We also 
believe a whole ecosystem approach to risk and fraud management is key, and the impact 
and role of new players like Big Tech needs to be assessed within this framework. 

The Bank has correctly identified in its outcomes the importance of infrastructure and a wider 
ecosystem that is resilient and has sustainable governance and funding models. Innovation 
must satisfy true customer needs, have positive value cases and be accompanied by 
sustainable economic models and appropriate protections where necessary. Enhancing 
innovation in money and payments by being outcomes-focused will benefit the entire 
industry and broaden access for all firms. For example, the Bank's commitment to improving 
access to central bank infrastructure for non-bank institutions is exemplary and will continue 
to promote global competitiveness if developed further. As technology evolves, users may 
operate across multiple platforms, which means ensuring interconnectivity and 
interoperability, both domestically and internationally is vital. 

The Bank rightly identifies innovation in forms of money as an important area for further 
work. UK Finance and its members look forward to continuing our valuable engagement with 
the Bank on the Regulated Liability Network (RLN) project, and the role of tokenised 
deposits in the future money and payments ecosystem. Tokenised deposits will play a crucial 
role in facilitating the transition to digital and tokenised financial services, while maintaining 
alignment with the Bankôs ambitions for singleness of money. We also look forward to 
working further with the Bank on other emerging forms of money including stablecoin, where 
alignment within the regulatory perimeter may help to unlock further growth opportunities. 
We have called out areas where we think the industry and regulators can work together 
more closely to define the risks and opportunities of different models and forms of money. 

The full benefits of digital money can only be realised with scale and cross-border 
applications. Interoperability, based on standards, is key to support innovation without 
jeopardising effective liquidity management. This requires a coordinated approach from 
regulators to create a level regulatory playing field. For example, UK Finance recommends 
that authorities collaborate and partner with leading jurisdictions to ensure the UK digital 
securities sandbox connects to equivalent pilots.  

Payments Infrastructure Coordination Group 

Today's UK payment systems are not fit for purpose to enable strategic decision-making on 
the future of our UK retail payments infrastructure, and lack the necessary capabilities for the 
effective delivery of the changes needed. Recent delivery efforts through the New Payments 
Architecture (NPA) failed, prompting the need for a new delivery model for Pay.UK. While we 
support ongoing enhancements (through Project Clifton), we require a reformed and 
effective delivery model for Pay.UK for long-term strategic investments in the real-time retail 
infrastructure. We operate in a dynamic environment where open access and inclusivity 
drive innovation, which we believe can be achieved through excellent delivery capabilities 
and industry-led governance. Our recommendations emphasise the forward-looking needs 
of industry and do not seek to revert to past models. Without alignment from Pay.UK, we will 
need regulatory support for its reform. 

To deliver the payments roadmap for the National Payments Vision and Strategy, and allow 
for delivery, we propose the formation of a joint Payments Infrastructure Coordination Group, 
comprising industry and authorities, to ensure streamlined decision-making and minimise 
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complexity and duplication. The group can take a steer from government and independent 
regulators but importantly, it must make strategic decisions about the future of our payments 
infrastructure and enable a greater role for industry to lead delivery.  

While both the wholesale and retail systems have undergone some changes, further 
investment is required to drive innovation in money and payments. A clear, prioritised and 
stable multi-year change agenda is essential for effective planning. This group should 
prioritise the delivery of initiatives intersecting existing infrastructure (for example Real Time 
Gross Settlement (RTGS), Faster Payments, LINK) and potential future projects (such as the 
RLN, Digital Pound and digital identity and verification), as well as consider how this enables 
the ecosystem of innovators, fintechs and overlay services (including Open Banking) to 
flourish. We need an incremental delivery roadmap that uses an iterative approach to 
realising consumer-centric benefits, rather than a monolithic programme. 

We believe the Payments Infrastructure Coordination Group can establish the necessary 
authority and accountability across the industry to ensure a successful and coordinated 
approach to delivery and realise the National Payments Vision. 
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Introduction 

The role of the Bank of England 
The Bank of England (the Bank) is in a unique position to support innovation in money and 
payments, to achieve customer outcomes and business needs. We recognise that the role of 
the Bank extends beyond just regulation, which underpins our support for the Bank to take a 
leadership role on the future of money and payments. We welcome the Bank calling for clear 
and renewed leadership by the UK authorities for retail payment systems. We are asking for 
one regulatory voice, led by the Bank, that can provide strategic decision-making on future 
infrastructure. 
 
Aligned with the call to action from Andrew Bailey, Governor of the Bank, we are asking for 
authorities to enable the industry to play a greater role in the delivery of the changes needed 
in our payments infrastructure. As digital technologies continue to develop, we see tangible 
benefits in a partnership with the Bank and other authorities to deliver significant change.  
 
The Bank has multiple roles which will help it to take a long-term view on how infrastructure 
for money and payments should develop in the UK market. These roles include: 

¶ stimulating innovation while safeguarding against financial instability 

¶ recognising what counts as valid forms of collateral ï such as reserves; 
gilts/treasuries, other government bonds and other corporate bonds 

¶ determining which systems qualify as a financial market infrastructure (FMI), and 
requirements for how it is governed, capitalised and made resilient; 

¶ regulating large payment schemes including new powers overseeing wholesale cash 

¶ relationships with other central banks that would allow it to learn from and potentially 
interface with other national systems 

¶ operator for the RTGS system, the only sterling settlement mechanism in the UK  

Innovation in payment services is best undertaken by risk-taking private sector 
organisations, including commercial banks and payments service providers (PSPs) in a 
competitive market, of which the history of the sector over the last 25 years shows. 
Authorities should provide the regulatory and legal frameworks needed to support the market 
to provide solutions, not look to develop propositions directly1. The public sector has a role to 
play in promoting standards upon which innovations can thrive; addressing infrastructure 
inefficiencies; and improving operating platforms through data and process standardisation.2  

At the same time, we recognise that confidence and trust are at the heart of money and 
payments. That confidence and trust are gained by operating payment systems and related 

 

 

1 A good example of the dangers of regulators designing propositions can be found in CBPII (card 

based payment instrument issuer) which was implemented into PSD2. This incurred great cost for 
firms and only two firms use the API that has been built. 
2 Recent initiatives such as the Omnibus Accounts, Fnality and the Digital Securities Sandbox are 
good examples of collaboration. 
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infrastructures with the highest-level of security and resilience.3 The Bank can take on a 
range of activities to stimulate innovation while safeguarding against financial instability, as 
identified by the Bank for International Settlements (BIS) and Committee on Payments and 
Market Infrastructure (CPMI).4 These include public-private cooperation; convening 
stakeholders to coordinate collaboration and avoid fragmentation; and conducting 
supervision and regulation with other relevant authorities domestically and internationally.  

In designing the framework for money and payments in the UK, the government and the 
Bank must have a focus on customer needs first and foremost.5 We recognise the concern 
around the reduction in cash usage and ensuring people have access to payment methods 
that are suitable for their everyday use. Considering choice in how consumers and 
businesses make and receive payments for goods and services is important, but there are a 
number of other outcomes that this needs to be balanced against, including the resilience of 
the underlying payment systems; confidence and trust that payments and related data will be 
secure; and ensuring accessibility for those who are in danger of being excluded digitally. 
 
The movement of money is integral to the economy and the government and Bank must also 
be focused on business needs ï for capital markets to be able to move collateral quickly and 
effectively; for global businesses to be able to move money across borders; for retailers to 
benefit from payments ï both online and in store, and that are competitively priced, have 
low-friction authentication journeys and settle quickly. We should also be looking towards the 
UK's 'Smart Data Economy', which includes safely connecting payment rail data flows with 
other pools of economic data (such as mortgages, loans, pensions). 
 
Industryôs priority areas where the Bankôs agenda for innovation in digital money and 
payments plays a key role, are: 

¶ Delivering on a National Payments Vision and Strategy and how this can be 
taken forward in partnership with the Bank. See Appendix 3. 

¶ The future of the UKôs real-time payments infrastructure and developing a new 
delivery model and the importance of this in executing on the strategic investment 
decisions for the UK. See Appendix 4. 

¶ The Regulated Liability Network and its next phase providing support to the Bankôs 
proposed experimentation. See Appendix 5. 

¶ Digital gilt a digital sovereign bond issuance ideally settled using on-chain forms 
of wholesale settlement ï is essential to position the UK as a digital innovation hub 
and kickstart the UK market for digital securities. See Questions 1&2 for more details. 

¶ Digital Securities Sandbox (DSS) we welcome the launch of the DSS and believe 
its benefits will be significantly amplified by the availability of digital money solutions 
(including central bank-provided ones) within the Sandbox. See Question 8 for more 
details. 

 

 

3 The industryôs recent experimentation with the Regulated Liability Network (RLN) demonstrated the 
importance of understanding the economic implications, commercial justification and prioritisation of 
long-term infrastructure investment and decision-making, whether in new or existing initiatives.  
4 óTokenisation in the context of money and other assets: concepts and implications for central 
banksô, October 2024 
5 As the Industrial Strategy Green Paper  states: óAn Industrial Strategy developed in a vacuum, 
detached from practical realities, is no strategy at all. It is essential that this Strategy is informed by 
the experiences of the individuals, businesses, and local communities it will support.ô  

https://www.bis.org/cpmi/publ/d225.htm
https://www.bis.org/cpmi/publ/d225.htm
https://assets.publishing.service.gov.uk/media/6711176c386bf0964853d747/industrial-strategy-green-paper.pdf
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Wholesale and retail payments ï defined 
The current payments and settlement ecosystem in the UK is a complex environment, which 
involves participation of and coordination across multiple different players. When considering 
the benefits, risks and adoption of new technology, it is important to consider where the 
current inefficiencies or poor outcomes are in the system so that technology is not developed 
and applied in a vacuum. 

We endorse the Bankôs objective to ensure the UK remains at the technological frontier of 
safe and resilient payments innovation, supporting openness, trade and growth. For 
example, leading and setting standards on the tokenisation of our capital markets will be a 
key enabler and driver of the UKôs competitiveness story going forward. The Bank can play a 
pivotal role in modernising retail and wholesale rails, while considering the needs of 
international interoperability.  
 
Wholesale and retail payments have their own features and requirements. Traditionally, a 
distinction has tended to be made between large value payment systems and retail payment 
systems; but there are some wholesale systems with high volumes and some retail systems 
with high values. Considering value and purpose may be a better guide and the following 
BIS definitions are helpful: 

¶ Wholesale payments: Wholesale payments are typically between financial 
institutions. For example, payments to settle securities and foreign exchange trades, 
payments to and from central counterparties, and other interbank funding 
transactions. These are typically large-value payments that often need to settle on a 
particular day and sometimes by a particular time.  

¶ Retail payments: Retail payments are typically payments between consumers, 
businesses and public authorities. They can be everyday consumer purchases of 
goods and services, but also include, for example, salary and tax payments made by 
businesses. 

 
The UKôs wholesale payment systems have undergone modernisation, but some systems 
require upgrades to ensure they remain competitive and meet global standards. For 
example; collateral eligibility and loan value information systems; making collateral and cash 
interoperable domestically and cross border (so that other eligible currency cash and 
collateral can be used to support domestic liquidity requirements, and vice versa); liquidity 
efficiency in the upgraded RTGS and liquidity saving systems; interoperability processes 
between central bank accounts and periphery ancillary systems like retail payment; and, 
contingency arrangement for all the central bank processes. 
 
The UKôs retail payments systems include various rails supporting different use cases such 
as cash, cards, faster payments, Bacs, cheque (and, to some level, CHAPS). While these 
systems have evolved, especially card payment schemes and the RTGS system for CHAPS, 
further strategic decisions are needed for future infrastructure. The industry seeks one 
regulatory voice, led by the Bank, for strategic decision-making in retail payments, a new 
delivery model for executing real-time infrastructure investments, and stronger governance 
to ensure competitiveness and global alignment.  
 
Appendix 1 sets out the current payment rails in the UK and the volumes they carry; and the 
layers for clearing and settlement across payment systems and capital markets in the UK. 
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Principles for innovation in money and 

payments 
We recognise and support the Bankôs three principles for innovation in money and 
payments. 
 
Maintaining Monetary and Financial Stability 

¶ The singleness of money. We fully support the requirement for singleness of 
money. We believe that singleness of money is concerned with more than just 
exchange at par; functional consistency has a role to play, namely "certain 
operational characteristics of money (such as ease of use and compatibility with 

existing payment infrastructures) that are important to users"6. We support the three 

elements for óanchoring moneyô highlighted by the Bank7. This includes singleness of 

money, official currency as the unit of account, and safety and soundness of financial 
institutions and payment systems that maintain public trust and confidence in private 
UK retail digital money, and the financial system. Further work could include public-
private collaboration to explore anchoring all forms of UK retail digital money. 

¶ The finality of settlement.8 We recognise the importance of settlement finality as a 

foundational element of a stable system, and the Bank's role in this (providing RTGS, 
Delivery versus Payment (DvP) and deferred net settlement options). We support 
CPMI-IOSCO principles 8, 9 and 12 and some revision of the Settlement Finality 
Directive (which determines that any settlement for a transaction cannot be 
unpicked), to ensure DLT based platforms are also recognised under the Directive 
9έ. 

Supporting Innovation and Competition: We support sustainable innovation which 
enables competition to satisfy real customer needs (e.g. on access, security, resilience), with 
a clear value case and sustainable economic and governance models. Innovation should be 
customer-driven and not technology- or regulation-led. 

Protecting the Public Interest: We fully support this principle. It is critical that payment 
ecosystems have fraud prevention and risk management built into them by design, not 
added as an afterthought, avoiding the difficulties that come with restitution. We also believe 
a whole ecosystem approach to risk and fraud management is key, and a partnership with 
authorities can. for example. help assess the impact of new players like Big Tech in the fight 
against financial crime. 

 

 

6 See Barclays report Functional Consistency Across Retail CBDC and Commercial Bank Money  
7 A further recent Barclays paper Anchoring UK Retail Digital Money identifies core capabilities 
(comprising on-demand interoperability across issuers and forms of private money, settlement finality 
in wholesale central bank money, and access to physical cash) and appropriate measures 
(comprising customer funds protection, robust regulation, effective supervision, safe innovation in 
money and payments, and the central bank as the lender of last resort) that together provide the 
foundations for the three elements for anchoring money. 
8 Settlement finality is the legally defined moment at which the transfer of an asset of financial 
instrument, or the discharge of an obligation, is irrevocable and unconditional and not susceptible to 
being unwound following the bankruptcy of insolvency of a participant (CPMI 2017). 
9 The SFD requires recognition of a system and the scope of which systems are recognised needs to 
be adjusted.  

https://arxiv.org/pdf/2308.08362
https://arxiv.org/pdf/2409.18532
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International interoperability 
We support the Bankôs engagement with international partners to consider how respective 
payment landscapes can interoperate in a way that reduces frictions to cross-border 
payments, while managing the potential risks from this to international monetary and 
financial stability. To realise the full potential of digital assets, like faster, frictionless 
transactions, efficiency in trading and settlement and reduced costs through automation, 
wide adoption is key. Full benefits can only be realised with scale and cross-border 
applications, and a coordinated approach from regulators across jurisdictions for a level 
regulatory playing field. 
 
Countries implementing international standards in a consistent way helps to smooth frictions 
between their own domestic initiatives. Given the nascency of tokenised securities markets 
around the globe, international standards, that will enable interoperability of Distributed 
Ledger Technology (DLT) networks over time, are still in the early stages. When these global 
standards are being developed, the UK needs to ensure it is actively shaping discussions 
with other jurisdictions. If the UK is to successfully build a flourishing digital market with deep 
liquidity, it will need to ensure its markets are connected to the global tokenised securities 
ecosystem.  
 
UK Finance commends the FCA's collaboration with Singapore's MAS and the Hong Kong 
Monetary Authority on Project Guardian as an important step in this direction. Work is 
already being done to grow our global connectivity e.g. within the DSS, which is moving 
toward multi-currency capabilities. The Bank should be encouraged to continue this, and 
lessons learned should be shared with other jurisdictions. UK Finance recommends that 
HMT collaborate and partner with leading jurisdictions to ensure the UK DSS connects to 
equivalent pilots and work to overcome any existing barriers preventing this. 

 
In considering how to interact with other jurisdictions over the long term, and the impacts of 
this on capital flows, trade, openness and growth, the Bank should consider: 

¶ The need to clarify economic crime prevention within the context of interoperability. 
This is because there are concerns around ensuring that other jurisdictions maintain 
equivalent KYC (Know Your Customer) and KYB (Know Your Business) standards, 
particularly as the UK seeks to expand its linkages with international payment 
systems. Enhancing global data standards, such as AML (Anti-Money Laundering) 
compliance and sanctions list formatting, can improve data flows. Greater focus on 
transparency and interoperability, including mapping identifiers embedded in 
payments messages would reduce market friction. 

¶ The role of liquidity in international payments, in particular, how tokenisation can 
liberate trapped liquidity; but equally could inhibit liquidity if international systems are 
not able to interact efficiently. We support Project Agora work on how to build central 
bank interoperability / shared ledgers to underpin cross-border initiatives; and we 
believe this could enable tokenised deposit pools to be grouped together.  

¶ The role of shared ledgers includes the need to clarify the interconnection of internal 
existing shared ledgers as books and records of an institution with any distributed 
ledgers that an institution is connected to ensure that the financial control function 
captures a complete record of an institutionôs position. 

 
Appendix 2 sets out more information on current global interoperability initiatives. 
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Summary of answers to questions 

¶ Questions 1&2: Benefits, risks and likely adoption of programmable platforms: 
Our members believe that programmable platforms, including those enabled by DLT 
and other technology, may offer benefits in payments and settlement. Ways to unlock 
liquidity, drive processing efficiencies, enabling automation and increasing 
transparency, should be explored, including through tokenisation. There is a need to 
explore different aspects of programmability and a commercially viable business 
model. We believe the Bank has a key role to play in encouraging adoption of 
programmable platforms. This includes both the recognition of valid forms of 
collateral and also experimentation with government-backed digital sovereign debt 
instruments. 

¶ Questions 3 & 9: Innovation and practical next steps in retail payments: 
Innovation in retail payments has been good in the UK but there are current inhibitors 
to keeping pace with global developments. We have set out specific next steps to 
support innovation in retail payments, including recommendations on renewing the 
central infrastructure for real time payments, and next steps on a number of items 
including open banking and digital identity and verification. We believe the Bank has 
a key role to play in fostering innovation by ensuring the industry has space to 
innovate and by supporting new developments in money and payments. 

¶ Questions 4 & 6: Wholesale infrastructure for retail payment: We would strongly 
encourage the BoE to consider multiple approaches to deliver their intended 
outcomes, within a unified experimentation and feature development programme. We 
support a modular approach to infrastructure delivery - any wholesale infrastructure 
that is brought in to support retail innovation and singleness should be one that can 
be iterated, with a process for building in new capabilities to meet market needs. We 
support ambitions to innovate on RTGS as a settlement engine for central bank 
money, and also experimentation to explore the additional benefits that wholesale 
CBDC could deliver, and compared to the omnibus account model and renewed 
RTGS service. The Bank can support the successful use of the Digital Securities 
Sandbox (DSS) with appropriate cash-leg options.  

¶ Question 5: Tokenised deposits and stablecoin: We believe it is important to 
explore the differences between the different models of tokenised 
deposits (transferrable and non-transferrable) on the one hand, and stablecoin on the 
other. This will help to provide a more accurate view of the opportunities, risks and 
risk management approaches. Some members would like to better understand the 
analysis the Bank has done on stablecoins for wholesale use. Definitional clarity on 
the meaning of all these different terms is a clear requirement. 

¶ Question 7: Wholesale CBDC: We believe the Bank should investigate the benefits 
and risks of wholesale CBDC (wCBDC), which is being trialled in various formats 
globally. Suggested functionalities include full and easy convertibility between fiat, 
digital commercial bank money (and possibly other forms of high-grade 
collateral) with wCBDC to avoid unnecessary liquidity traps. 

¶ Question 8: Experimentation: We have set out some areas for experimentation and 
have highlighted progress made in the European Central Bank (ECB) programme 
and Brazil. We believe that experiments should consider end-to-end processes rather 
than just specific design aspects or technologies. 
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Benefits, risks and adoption 

of programmable platforms 

Questions 1 & 210 
Our members believe that programmable platforms11, including those enabled by DLT, offer 
significant benefits in payments and settlement. However, it is difficult to accurately describe 
the risks, benefits and likely adoption of programmable platforms without a more meaningful 
definition or description of how they will work and what they can do. The benefits will depend 
on where each of these solutions sit in the existing market - what problem or customer need 
they are solving, and whether it makes commercial sense to use it. For example, if it 
improves upon existing services in such a compelling way that the market ï including actors 
in a chain ï wish to migrate to the new service. 

Wholesale payments ï needs to be met  

In wholesale payments, there are several critical elements that technology should support for 
those in the business of making or receiving payments and the liquidity management 
process to ensure that the correct amount of liquidity is available in the right account at the 
right time. 

¶ Message information: Information required in the actual message to help the 
institution process the movement as efficiently as possible to ensure the óvalueô is in 
transition for as little time as possible (ISO20022). 

¶ Movement Tracking: Information required by institutions to identify in real time 
where the movement is in the payments chain (SWIFT GPI&GFI). Payments 
investigation, balance forecasting, and risk management. 

¶ Balance information: Real-time availability of current and projected balances. 

¶ Queue management: Ability to manage movements of queued payments. 

¶ Limit Management: Ability to manage in real time bilateral or multilateral limits within 
the system. 

¶ Liquidity Saving: Multilateral offsetting. 

 

 

10 Q1: Are there areas in which programmable platforms, including those enabled by DLT might bring 
significant benefits and risks in payments and settlement? 
Q2: How likely are programmable platforms, including those enabled by DLT, to be taken up at scale 
by wholesale financial markets? 
11 óDigital tokens are entries in a database that are recorded digitally and that can contain information 
and functionality within the token themselves. Digital tokens can represent financial or real assets. 
Programmable platforms are the technologies that allow eligible participants to develop and execute 
applications that update a common ledger. In the context of money and other assets, one of the 
technologies that has gained prominence is Distributed Ledger Technology.ô Bank of International 
Settlements (BIS), 2024 
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¶ Interoperability: In real-time with other ancillary systems for cash or collateral. 

 
The UKôs wholesale payment systems have undergone modernisation, but some systems 
require upgrades to ensure they remain competitive and meet global standards. For 
example, collateral eligibility and loan value information systems; making collateral and cash 
interoperable domestically and cross border, so that other eligible currency cash and 
collateral can be used to support domestic liquidity requirements, and vice versa; liquidity 
efficiency in the upgraded RTGS and liquidity saving systems; interoperability processes 
between central bank accounts and periphery ancillary systems like retail payment; and, 
contingency arrangement for all the central bank processes.12 Appendix 1 sets out more 
details on wholesale payment systems including relevant Financial Market Infrastructures. 

Benefits of programmable platforms 

One of the primary advantages of programmable platforms is enhanced automation and 
efficiency. Smart contracts on these platforms can automate complex financial transactions, 
reducing the need for manual intervention and minimising errors. For example, 
programmable instructions can be used to automate treasury management and cross-border 
settlements, significantly improving operational efficiency. Additionally, instant payments 
facilitated by programmable platforms enable real-time settlement of transactions and allow 
to better manage deposits and overdrafts, which improves liquidity management, reduces 
counterparty risk and cost of funding. As with several other aspects of ónewô money, it is 
worth noting that similar benefits may be achieved by other means, potentially more easily. 
 
Using technologies like DLT, another key benefit is transparency and trust. Assuming the 
Bank can be satisfied that the ledger is immutable, it ensures that all transactions are 
recorded transparently and cannot be altered, building trust among participants who can 
independently verify transactions. This transparency also improves auditability and 
compliance, making it easier to track and verify transactions. Advanced programmability and 
composability are also significant advantages, allowing businesses to create complex 
financial operations tailored to their specific needs, including enabling different applications 
to interact seamlessly.  
 
In addition, the distribution of records and the performance of functions such as settlement 
by different actors could reduce the dependency on a single, central operator, reducing or 
even eliminating single point of failure risk, and enhancing overall systemic resilience. 
 
Finally, infinite divisibility, namely paying with 0.1p for example, could support some 
interesting use cases for things that are done frequently by a large volume of users. 

Risks of programmable platforms 

As smart contracts are essentially software, many of the risks associated with smart 
contracts are those associated with the deployment of any new technology. For example, 
smart contracts may be prone to bugs and can be exploited by malicious actors. Once 
deployed, these contracts are difficult to modify, making it challenging to fix issues. To 

 

 

12 Some of the Financial Market Infrastructures in the wholesale space are currently undergoing large 
transformation programmes, including CREST, the real-time settlement system for securities and 
government bonds in the UK, Ireland, and internationally. 
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mitigate these risks, rigorous testing, formal verification methods, and regular audits of smart 
contracts can be employed. Additionally, the use of Low Code/No Code (LC/NC) 
environments can help reduce syntax errors and bugs by providing a more controlled 
development environment.  
 
Further challenges include implementing effective risk governance, the risk of erroneous 
code and/or self-execution errors. As these risks are not unique to DLT as a technology, they 
are largely addressed in existing regulatory frameworks or through principles/outcomes-
based regulatory approaches where appropriate (for example, code itself is not and should 
not be regulated, but potential adverse outcomes would be). Implementing robust 
compliance frameworks and automated compliance checks within the smart contracts can 
also help ensure adherence to regulatory requirements.  
 
The combination of automated processes, a reduced need to pre-position collateral, and 
enhanced settlement, could help investors manage gilt collateral more efficiently to meet 
margin calls in times of stress (such as the 2022 liability-driven investment (LDI) crisis). 
The implementation of DLT in traditional capital markets through securities tokenisation has 
typically been focused on delivering operational efficiencies by enhancing the automation of 
processes, including the use of smart contract across the end-to-end securities lifecycle. 
Some of these benefits include:  

¶ Unlocking capital: Tokenisation allows assets, including illiquid assets, to be 
accessed by more investors and to be traded. If sufficient liquidity can then be 
created, it increases the velocity of an asset as it moves through the financial system, 
unlocking trapped capital for investors.  

¶ Fractionalisation: Tokenisation also enables fractionalisation whereby investors can 
purchase fractions of an asset. This has the potential to increase access to investors, 
particularly retail investors. This may be achieved via an intermediary. 

¶ Risk management: Tokenisation can support risk management more broadly. 
Because DLT platforms can be engineered to enable atomic (i.e. simultaneous) 
settlement of transactions on a 24/7 basis, tokenisation has the potential to reduce 
counterparty risk, bankruptcy risk, and performance risk by shortening the settlement 
time for transactions to which two or more counterparties are otherwise bound. Such 
reduction of risk may further result in increased efficiency by reducing the market and 
liquidity risks and operational burdens associated with collateral.  

Digital Gilt ï a use case 

UK Finance members have identified a digital gilt as a use case that would benefit from 
tokenisation13. UK Finance recommends that HMT, via the Debt Management Office, should 
issue a digital gilt. Some of the benefits of this, include:  

¶ Catalysing innovation: The UK has a highly developed and sizable gilt market (as 
opposed to corporate bonds), and therefore a digital gilt is the best lever we have for 
catalysing innovation in market. 

¶ Boosting competitiveness: Other jurisdictions have already moved ahead in their 
tokenisation journey. Digital bond issuances from Luxembourg, Switzerland, and 
Singapore for example, have raised the profile of these jurisdictions. The UK is at risk 

 

 

13UK Finance report Unlocking Power - Securities Tokenisation  

https://www.bankofengland.co.uk/financial-policy-summary-and-record/2023/bank-staff-paper-ldi-minimum-resilience
https://www.ukfinance.org.uk/policy-and-guidance/reports-and-publications/unlocking-power-securities-tokenisation
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of falling behind. A digital gilt could secure the UKôs reputation as a hub of tokenised 
markets and activity. 

¶ Issuance lifecycle: Tokenised securities can be issued directly to the end-investor, 
lowering costs of entry for investors by reducing the number of intermediaries 
involved.  

¶ Trading and investing: Securities can be transferred almost-instantly, shortening the 
traditional clearing and settlement cycles, reducing counterparty and systemic risk, 
and freeing up capital.14 Additionally, 24/7 trading facilities and the ability to use a 
digital gilt as high-quality collateral can improve liquidity by providing access to liquid 
assets for institutions.  

¶ Post-trading: The nature of a distributed ledger would mean that reconciliation 
processes would not be required. The reduced settlement times would allow capital 
to be unlocked that was previously posted as collateral and hence improve liquidity.  

¶ Investor outcomes and boosting retail participation: Tokenisation enables 
increased market access for investors. The efficiencies gained through trading on 
DLT could reduce costs, thereby reducing barriers to entry to the capital markets. 
Fractional ownership could increase access to securities, and traditionally illiquid 
assets could also become more accessible through digitalisation. Increased 
transparency and risk reduction will facilitate greater investor protection.This will all 
help to widen retail investor participation and democratise markets. 

¶ Better Risk Management: The use of DLT promotes resilience and reduces 
systemic risk and counterparty risks by settling transactions real-time and on a 24/7 
basis. 

¶ Benefits to the DMO ï It can reduce friction and make processes more efficient. 
(For example, see the 2023 report from the Hong Kong Monetary Authority, which 
covered Bond Tokenisation in Hong Kong, such as through efficiency savings). There 
is also no risk to HMT or DMO, as a digital gilt can occur alongside traditional gilt 
issuances.  

 
The Bank should also consider how adoption of other platforms impacts innovation in money 
and payments. The growth of Open Banking as a systemic alternative to existing forms of 
retail payments is an agenda pursued by some of our members that could have real, near-
term, impact on the functionality of payments. Additionally, the systemic adoption by UK 
consumers of digital wallets and increased reliance on Big Tech services for connectivity 
infrastructure raises significant commercial and resilience risks to the UKôs payments 
market. The Bank should consider how adoption of these platforms, alongside proposals like 
the RLN, are able to deliver imminent changes to payment services. 

The Regulated Liability Network (RLN) 

The RLN is an industry-led project whose purpose is to make regulated money smarter to 
support economic growth, and to avoid fragmentation of money, by ensuring functional 
consistency. The RLN Experimentation Phase demonstrated that it is possible to meet the 
Bankôs objectives for a Digital Pound through the creation of a private sector led óPlatform for 

 

 

14 Some members note that some existing CSD infrastructures can already fully support trading 
clearing and settlement on a near instantaneous t+0 basis. 

https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.hkma.gov.hk%2Fmedia%2Feng%2Fdoc%2Fkey-information%2Fpress-release%2F2023%2F20230824e3a1.pdf&data=05%7C02%7Cmark.hudson%40ukfinance.org.uk%7C291ca94796d744b0091208dce3cca039%7C70e4dd2eaab74c6aa8823b6e7a39663e%7C0%7C0%7C638635715257954831%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=WsFetUi9IhW2UnQTEWr33L3zuMpDBsm%2Bb60hvcUe3Hw%3D&reserved=0
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Innovationô that enables new functionality on commercial bank money without fundamentally 
changing its characteristics. We have been engaging constructively with the BoE on the RLN 
project for the last 12-18 months and are pleased to see some of the key themes of the 
project reflected in the Discussion Paper. The full RLN reports published on our website 
here should be considered as collateral with our response. 
 
The Experiment Phase was done primarily by considering what benefits accrued to different 
stakeholders. In total, over 40 business benefits for end customers, financial institutions, 
central authorities, and the broader ecosystem were identified. These were categorised as 
enhancing customer value, threat and risk mitigation, operational efficiency, growth 
opportunities, and macroeconomic benefits. The RLN project also investigated what kind of 
foundational capabilities such platforms need to have to meet the needs of key use cases. 
We based the RLN Experimentation phase on 14 ófoundational capabilitiesô, some of which 
are not available in the market today, but through engagement with innovators we uncovered 
some further ones that may need to be considered. The RLN work showed that delivery of 
future programmable platforms should be done in a way that can be modular and iterative, 
so that new capabilities can be delivered to meet market demand. 
 
More information on RLN is included in Appendix 5.  

https://www.ukfinance.org.uk/regulated-liability-network
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Retail payments ï innovation 

and practical next steps 

Questions 3 & 915 

Retail payments innovation ï global starting point 

Digital retail payment innovation and development have accelerated globally. When 
comparing where the UK stands globally, the Bank needs to consider differences in 
governmental, economic and cultural contexts. UK customers have a wide and ever-
increasing choice of ways to pay and be paid. For example, the UK has a mature card 
market that serves consumers well, and a range of other payment methods suited to 
different scenarios, including Faster Payments Service (FPS) for real time incidental 
payments and BACS for direct debits and salaries. In comparison, some other marketsô 
recent starting point for delivering new digital payment options has been from high cash 
and/or cheque usage, with real time payments only recently being deployed. Appendix 1 sets 
the global context for payments and the use case volume by payment rail in the UK. 

The pace of innovation in private money has been excellent in the UK. We have a long 
history of collaboration across the ecosystem to allow for customer-centric deployments 
such as the use of contactless cards for public transport. There is a thriving fintech base in 
London, much of which is connected to payments. Recently, changes in technology focused 
on tokenisation have meant that there are potentially important innovations that can be 
applied not only to products and processes but to money itself. UK Finance coordinated an 
industry project, the RLN experimentation phase, to help to test various hypotheses about 
the benefits and opportunities of tokenised commercial bank money. 

Notwithstanding the above, there are inhibitors to innovation: 

¶ A major inhibitor has been the level of regulatory-led change in recent years, 
accounting for 90% of change budget and capacity in firms (UK Finance, 2023). In 
addition, regulatory fragmentation makes coherent policymaking difficult and 
prescriptive rules hold back innovation that can improve the user experience and the 
security of payments. 

¶ While the payments industry remains committed to supporting declining payments 
instruments for as long as customers need them, we need to consider the impact 
legacy payment types have on costs and learn from other markets who are actively 
managing their gradual decline.  

¶ We also believe the government has the ability to unlock some enablers for 
innovation. For example, we need strategic leadership on key issues such as digital 

 

 

15 Q3: What are respondentsô views on the pace of innovation in private money ï in particular, 
commercial bank money ï used in retail payments? 
Q9: What are respondentsô views on the outcomes that the Bank seeks in retail payments and how 
can they be reflected in practical questions currently facing policymakers and industry? 
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identity and verification, and we need regulators to endorse the benefit of commercial 
models to drive innovation. 

¶ Finally, the Future of Payments Review16 found that the UK is at risk of falling behind 
globally if it does not upgrade its real-time central infrastructure. The New Payments 
Architecture was conceived in 2017 but have failed to deliver. An enhanced real time 
payments rail will offer new ways to connect participants across the ecosystem and 
opportunities for new overlay services to deliver greater commercial opportunities. 
These enhancements will not happen without a new delivery model with appropriate 
funding and governance arrangements.  

National Payments Vision and Strategy 

To inform the National Payments Vision and Strategy, UK Finance has worked with its 
members to develop the key outcomes for consumers and businesses from payments; and 
the key preconditions that the payments industry needs to be true of every payment 
initiative. These map closely to the Bankôs own outcomes for retail payments. 
 
The key outcomes for customers are: 

¶ Confidence: consumers and businesses can make payments safely and securely 
and in an informed manner. 

¶ Resilience: payments work without failure of service. 

¶ Value & choice: payments are cost-efficient for all, convenient and timely, and 
provide choice through innovation and competition. 

¶ Accessibility: payments in different environments can be appropriately accessed by 
customers. 

 
The key preconditions for the payments industry for any payment initiative are: 

¶ Clear, outcomes-based and proportionate regulation that is fit for the future and 
enables innovation. Allowing market participants to decide how to best deliver 
desired outcomes in payments ï rather than taking a prescriptive approach, enabling 
industry to forward new products in response to changing customersô needs, and 
drive trust in payments. 

¶ Future-looking payment infrastructure 

¶ Credible use cases and sustainable, investible commercial models 

¶ Excellent delivery and execution capabilities 
 
If regulators leave the space for industry to deliver against these customer needs, while 
working with industry to make sure the preconditions are met, that will create the best 
environment for sustainable innovation in money and payments. The Bank, and other 
regulators, should not move ahead of the market, which could result in path determination; 
they are not best placed to determine the needs of customers, or to put in place the 
fundamental elements for success commercial delivery.  
 
More detail on delivering on the National Payments Vision and Strategy, including customer 
outcomes and industry preconditions, is set out in Appendix 3. 
 

 

 

16 Future of Payments Review, 2023  

https://assets.publishing.service.gov.uk/media/6557a1eb046ed400148b9b50/Future_of_Payments_Review_report.pdf
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Reforming real time central infrastructure 

A critical next step to supporting the UK payments retail ecosystem is to reform the real time 
payments systems. Enhanced Real Time Payments (RTP) will offer better customer 
outcomes, including more value and choice, greater security and resilience, confidence and 
accessibility. Global comparisons show that enhanced RTP can offer a number of benefits 
including: 

¶ Greater commercial opportunities for all participants across the ecosystem, through 
new ways to connect and opportunities to provide new overlay services. 

¶ Businesses have improved liquidity management and consumers have greater 
transparency of their financial spending and balances as real time payments clear 
and settle almost immediately. 

¶ Potential cost savings through a reduction in manual processing as a result of better 
transaction data. 

¶ Potential wider financial inclusion, by providing alternative methods for those who do 
not currently use digital banking services. 

We believe we need new delivery capabilities that can execute on the required strategic 
investment decisions for the UK. We want to have a frank and honest conversation about 
where we invest in these capabilities and whether we have the right delivery models to take 
them forward ï including those existing vehicles such as Pay.UK and Open Banking Limited. 
For example, the recent debates about a VRP MLA operator, where both bodies concluded 
they were not the right option, are illustrative of this point. 
 
Our real-time retail payments infrastructure should be open and transparent. It should act as 
a platform for innovation that will enable greater access for consumers, businesses, fintechs 
and innovations. It should create sustainable investment in services and infrastructure and 
underpin confidence and commitment.  
 
We need to move away from complex, monolithic infrastructure. The future core retail 
payment infrastructure needs to be streamlined and flexible, to maximise the potential for 
competition and innovation and to support scale-cost economies as payments volume grow. 
This approach will foster a dynamic ecosystem where new players can more easily enter the 
market and established participants can drive enhancements, ultimately benefiting 
consumers and businesses through more diverse, efficient, and innovative payment 
solutions. 
 
By establishing a greater role for industry to lead on this (through decision-making and 
delivery), we can ensure strategic investments are executed efficiently, driven by industry 
needs, and governed by experts in areas like technical resilience and procurement.  
 
Below we set out the key requirements for reforming real time central infrastructure. 
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We want one regulatory voice, led by the Bank of England, that can provide strategic 
decision-making on future infrastructure.17  

¶ Authorities and industry should establish a Payments Infrastructure Coordination 
Group, led by the Bank, to provide strategic decision-making and align changes to 
the UK payments infrastructure with industry needs, while prioritising resilience and 
security.  

We need excellent delivery capabilities, that can execute on the strategic investment 
decisions needed for the UK and provide confidence to those that invest in that 
infrastructure.18 We need a new delivery model for Pay.UK that has: 

¶ A focus on its core role of setting rules and standards, while the industry drive the 
necessary innovation and execution.  

¶ Formal industry-led decision-making from senior representatives across industry, to 
ensure that the stakeholders funding the changes have a voice in the delivery of 
infrastructure changes and can commit to decisions.  

¶ Strengthened delivery capabilities with appropriate expertise and resources, in 
particular around technology, resilience and procurement requirements, drawn from 
industry.  

¶ Appropriate legal and governance arrangements that provide confidence and 
commitment to fund, with an agreed budget, working capital and consequences for 
underperformance.  

The industry needs a strong decision-making role in the development of future 
infrastructure.19 Overhaul Pay.UK governance structure with the right representation and 
skillset to promote effective decision-making, including: 

¶ A more appropriate board composition of 50% (or more) industry representation. 

¶ The board collectively need to possess the skills, qualifications, and 
experience necessary to fulfil their roles. 

¶ Wider representation of other stakeholders (including indirect participants) need to be 
represented on the board. 

¶ Funding participants need to have decision-making authority on strategic investments 
at the board. 

Our recommendations emphasise forward-looking needs and do not seek to revert to past 
models. We have been working closely with Pay.UK to create a new delivery model. Without 

 

 

17 The World Bank report on Governance of Retail Payment Systems states 'The roles of public 
authorities, including central banks, in the governance arrangements of retail payment systems have 
to be considered and clearly defined.'  This is commonly done through a national payments strategy, 
which articulates the short to medium-term strategy for retail payments. 
18 The above World Bank report states 'In a context of increasing change in retail payments, it is 
important to ensure that the board and management possess the skills, qualifications, and 
experience necessary to fulfil their roles. The board of directors is responsible for ensuring that its 
members' skills and qualifications are up to date and aligned with the emerging challenges and 
structure of retail payments.' In EBA Clearing which runs a number of schemes, 15 of 17 directors are 
from participants, and the additional two directors are selected to cover skill gaps. 
19 The UK is unique in being a private-led real time payments model with a board that is completely 

independent from industry. Global comparison shows that, in most cases, the majority of the board, 
even in public-owned organisations, is drawn from participants. 

https://documents1.worldbank.org/curated/en/539601630306074694/pdf/Governance-of-Retail-Payment-Systems-Keeping-Pace-with-Changing-Markets.pdf
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alignment with Pay.UK, we will need regulatory support for its reform to enable better 
industry-led delivery, clarifying roles and responsibilities. We set out more information on our 
proposals on real-time payments renewal in Appendix 4. 

Building on what we have ï Faster Payments and Open 

Banking 

In the short term, we need to enhance customer journeys through market-led initiatives that 
build on what we have. We recognise the Bank's concern on single points of failure and 
continuing to evolve existing propositions can help to meet that concern.  
 
One of our key industry preconditions is credible use cases and sustainable commercials. 
These are particularly relevant when considering how to invest in innovation. This includes 
the following elements: 

¶ Offering value for money to consumers and businesses. 

¶ Commercially sustainable - offering return on investment for payment service 
providers; creating certainty for new entrants, paying for consumer protection, 
resilience, innovation. 

¶ Commercially led - private market-led, driving innovation, enabling fintech access 

¶ Communications - creating trust and understanding for users (brand) and participants 
(rules and updates). 

¶ Cooperation ï cross-industry networks and common rules e.g. liability to each other, 
processing requirements, externally also, such as PCI/EMV co, but also into other 
industries like wallet pay, transport. 

¶ Credit Management - financial security of the eco system, management of merchant 
risk, PSP default risk, guarantee of settlement. 

¶ Controls - scheme rules, risk management, self-policing. 

We encourage regulators to give the industry space to iterate existing initiatives in line with 
customer outcomes and the preconditions/ elements above.  

¶ Cards: the cards ecosystem continues to evolve and respond to customer needs, 
including improving security even further and improving how payments are refunded. 

¶ Faster payments: industry remains committed to investing in our UK payments 
infrastructure but we want to do so in a way that does not duplicate. We agree with 
the need for short term enhancements to the existing faster payments infrastructure 
that are incremental and value-driven but there must be a strategic investment plan 
for UK payments infrastructure more broadly. In the short term we need to build on 
what we have with greater consideration for resilience, particularly from a security 
and cyber perspective. Resiliency of the system remains a top priority for industry, 
this is critical to protect consumers and the ecosystem from emerging cyber security 
risks. However, we cannot introduce any further long-term changes, or invest in new 
capabilities through other systems, before we address the current issues that are 
inhibiting progress and investment.   

¶ Open banking: Open Banking is a UK-wide initiative supported by the government, 
which gives consumers the ability to allow regulated third-parties to initiate payments 
on their behalf and to share their financial accountsô data to access innovative 
financial service experiences. Open Banking operates as front-end for consumers 
giving them the option to enable / remove permission for payment initiation and data 



UK Finance   |   Response to Bank of England discussion paper: innovation in money and payments 

 
 

23 

sharing. The Future of Payments Review recommended leveraging existing initiatives 
like Open Banking to identify and resolve pain-points and deliver benefits to 
merchants and consumers, (such as increasing retailer choice in how they accept 
electronic payments) and enable new mobile, P2P and P2B payment solutions, with 
Variable Recurring Payments (VRPs) being a near-term opportunity. The best way of 
ensuring the long-term sustainability of the Open Banking ecosystem is through 
creating a fair governance and a commercially sustainable model and enabling 
competition between multiple solutions.20 Since then, industry has delivered a set of 
model clauses21 that are forming the basis for a Phase 1 Multi-lateral Agreement 
and UK Finance is about to commission work to develop commercial model options. 
It is important that regulators support and partner this work and consider their role in 
relation to it. 

 

However, there are some areas in which the government and regulators can be helpful in 
providing key enablers. 

¶ Physical cash management: historically, the Bank has managed notes and HMT 
has managed coin, but this does not now work well in the UK and we are currently 
seeing challenges to effective management of coin that are systemic and 
generational and require both a short-term tactical response and a long term 
strategic one. Given the positioning the Bank has laid out about having more 
homogeneity in its oversight of retail payments, it makes sense for the Bank (building 
on its new powers on wholesale cash) to take a stronger role in coin too. 

¶ Digital identity and verification: industry has called for a strategic review of the 
interaction between digital verification and payments ï this interaction has been 
foundational in digital transformation in other jurisdictions. This review requires 
government, industry bodies and industry to work together to explore where digital 
identity and verification can add value for customersô payments and deliver wider 
societal benefits. These include: 

o Reducing fraud - Verified identity during the payment process could support 
Know Your Customer (KYC), and Anti Money laundering (AML) compliance. 

o Straight Through Processing - Quicker verification processes by all parties 
within a payment chain could reduce manual identity checks and 
reconciliation. 

¶ Speed up cross border payments: as wider collaboration on digital identity and 
verification extends outside of the UK, enhancements to the straight through 
processing of payments could deliver significant gains to the speed at which cross-
border payments are processed.  

¶ Monitoring the regulatory perimeter: recent years have increasingly seen 
innovation come from new players as well as the established ones. We recognise 
that this is, in principle desirable, but it will be essential as a minimum to ensure that 
such developments are monitored for emerging risks. The development of wallets by 
Big Tech firms is the best example. Wallets account for an increasing share of card 
payments. This has clearly been popular with consumers, but could represent a new 
form of concentration risk. It is essential that due regard is had to the impact of non-

 

 

20  We emphasised this in our response to the Payment Systems Regulator consultation on 
Variable Recurring Payments   
21 UK Finance report Commercial Variable Recurring Payments - Model Clauses  

https://www.psr.org.uk/publications/consultations/cp2312-expanding-variable-recurring-payments-call-for-views/
https://www.psr.org.uk/publications/consultations/cp2312-expanding-variable-recurring-payments-call-for-views/
https://www.ukfinance.org.uk/system/files/2024-04/Variable%20Recurring%20Payments%20Report.pdf
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regulated entities on payments stability even where they are shielded from some of 
the risks. It is desirable to ensure level playing fields, where appropriate, as between 
new and established players with respect to the cost of infrastructure and the impact 
of regulation.22 

  

 

 

22 FCA and PSR Call for information: Big Tech and digital wallets, 2023 

https://psr.org.uk/media/yqinyhhn/cp24-9-cfi-digital-wallets-july-2024-v2.pdf
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Wholesale infrastructure for 

retail payments and central 

bank innovation 

Questions 4 & 623 
We are committed to supporting the global effort to build more effective payment rails, 
making it easier, faster, more cost effective and safer for customers to send and receive 
payments. However, any technology investment and build must be based on a clear problem 
statement to solve for consumers or businesses. 
 
Significant challenges remain, driven notably by the current fragmentation in legal and 
regulatory frameworks relating to tokenised assets that exist around the globe. On a 
technical level, the current lack of interoperability between the various blockchain networks 
that host different tokenised asset types presents another challenge. When combined, these 
hurdles threaten to prevent the market for tokenised assets from reaching its potential. 
Any new wholesale infrastructure developments must support interconnectivity between 
systems to prevent the barriers to participation that result in ówalled gardensô forming, 
inhibiting liquidity management. One method of doing so is via orchestration layers, such as 
those explored within the RLN experimentation phase. The creation of new silos in 
commercial bank money should be avoided. 
 
We support a modular approach to infrastructure delivery. Any wholesale infrastructure that 
is brought in to support retail innovation and singleness should be one that can be iterated, 
with a process for building in new capabilities to meet market needs. 
 
We would strongly encourage the Bank to consider multiple approaches to deliver their 
intended outcomes within a unified experimentation and feature development programme. 
Setting out a credible path to realising these ambitions requires detailed discussions with 
industry that extend beyond technical build and cover broader considerations including those 
related to business case, market demand and propositions.  
 
The Bank has been at the forefront of opening up access to central bank infrastructure for 
non-bank providers on a non-discriminatory basis, taking a pro-innovation approach that has 
boosted competition and is now being followed around the world. While the current access 
models for non-banks have brought significant benefits, we believe that there may be further 
opportunities to expand these benefits for firms who have met the necessary safeguards to 

 

 

23 Q4: What are respondentsô views on the wholesale infrastructure that might support retail payments 
innovations, including to ensure that singleness of money can be maintained across stablecoin and 
tokenised deposits? 
Q6: Are there innovations that could support central bank money being equipped with the requisite 
functionality to ensure safe settlement in light of technological advances in financial markets? 
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access central bank infrastructure. This is an area worthy of further exploration as part of the 
Bankôs work on the future of innovation in money and payments (e.g. the future model of 
Reserve Collateralisation Account (RCA) and Settlement Collateralisation Account (SCA), 
and the net settlement of funds across different payment rails when determining the required 
collateral for settlement). 
  
Welcome areas of development include: 

¶ Enabling RTGS/CHAPS synchronisation may give us good options and the Bank 
needs to work with the market to understand whether this enhancement enables the 
programmable settlement tokens that may be needed in the future. The Bank should 
test this with live transactions between stakeholders before building production grade 
infrastructure. The Bank will also need to consider whether any delta in functionality 
needs to be closed by the Bank, or a private entity, between what can be achieved by 
enhancements to existing infrastructure, and what can be achieved through a 
tokenised, programmable, wholesale infrastructure.  

¶ Innovation on RTGS24 as a settlement engine, including extended operating hours 
and alternative channels. We remain supportive of exploring opportunities for 
extended settlement windows, particularly for the deferred settlement schemes 
potentially leading to liquidity efficiencies, in addition to opportunities to fund/defund 
accounts.25 This has the opportunity to give greater flex to move caps intraday in 
addition to the introduction of more settlement cycles through the working week and 
into the weekend. Extension of operating hours also supports improved resiliency in 
scenarios where participants experience issues intraday, giving a longer window for 
recovery. 

¶ The Bankôs renewed consideration of a wholesale Central Bank Digital Currency 
(wCBDC). The Bank may only be able to understand whether wCBDC can provide 
greater functionalities than RTGS after it has undertaken its exploration of 
synchronised settlement. Accordingly, it may therefore be the case that wCBDC 
design should be informed first by the outcomes of the Bankôs exploration of 
synchronisation.  

¶ We encourage the Bank to engage with the outputs of the RLN project, where we 
explored a number of different money flow combinations, and tested different forms 
of central bank infrastructure, including RTGS, omnibus accounts, and simulated 
rCBDC and wCBDC. 

¶ The ability to use on-chain digital money for settlement will be key for Digital 
Securities Depository (DSD)/hybrid entities and other DSS participants. The Bankôs 
omnibus account and synchronisation of the RTGS infrastructure with DLT platforms 

 

 

24 RTGS Renewal: RTGS Renewal is aimed at delivering the next generation of the real-time gross 
settlement (RTGS) service, by providing a range of new features and capabilities for payments and 
settlements between financial institutions. RTGS Renewal is a UK-focused initiative. Wholesale 
institutions eligible for an RTGS reserve account include banks, deposit-taking building societies, PRA 
authorised investment firms, central CCPs and international centra CSDs. 

 
25 Members also noted their support, for example, of the liquidity efficiencies of the Bankôs potential 
RTGS enhancement to support payments flows in RTGS/CHAPs by invoking the CREST auto-
collateral process when there is a liquidity need in RTGS. 
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are two options at different stages of rollout that the DSS participants would want to 
be able to leverage. 

¶ To ensure that the DSS is an attractive and useful proposition, it is worth keeping in 
mind that availability (or lack thereof) of on-chain cash settlement was a key industry 
concern identified by ESMA in connection with low take-up of the EUôs DLT pilot 
regime. 

¶ A key role that the Bank of England will play for the upcoming DSS, will be looking at 
how an applicant achieves settlement finality and whether the applicant is likely to 
achieve designation under the Settlement Finality Regulations. Further clarity on the 
scope needed especially on settlement. The Bank should consider as a next phase 
of discussion on the DSS, the ability to project wCBDC into the DSS. 

 
In relation to retail CBDC, we believe that there are other ways that the industry can deliver 
the outcomes the Bank seeks with retail CBDC, that would be much more cost-effective, 
have a lower risk to the economy, and avoid dependencies and potential delays. This could 
include through a public-private partnership approach to create a platform for innovation, like 
that trialled by the RLN project, or through expansion of Open Banking Standards with a 
view to creating an orchestration layer to unlock new functionalities for UK consumers and 
businesses. Such approaches require effective governance, fair funding and a sustainable 
commercial model. 
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Tokenised deposits and 

stablecoin 

Question 526 

Definitions 

We understand that the Bank wished to keep a broad purview in mind in this paper, and 
therefore kept its definitions high level. An important role for the Bank of England is joining 
with the industry to work on definitional clarity ï the different features and models, risks and 
opportunities, and risk mitigations.27 Clarity on these issues is important for firms, so that 
they are clear on what products can be innovated on. We are looking forward to receiving 
the outputs from both the FCA and Bank of England following the Discussion Papers on 
stablecoin in November 2023. Reporting back on the feedback submitted by industry for 
these papers is important for moving these discussions forward. 
 
Some areas it would be helpful to have clarity on include: 

¶ The use of the terms ówholesaleô and óretailô in this Discussion Paper as opposed to in 

other regulatory documents.28  

¶ What is meant by wholesale settlement asset - is it just the asset used for settlement 
of interbank transfers, for example, an equivalent of RTGS settlement using central 
bank reserves; or any non-retail payment? 

¶ Greater detail on the Bankôs current thinking on the different tokenised deposit 
models, sometimes referred to as ótransferrableô versus ónon-transferrableô tokenised 

deposits (the former being a kind of bearer model). 29 

¶ The current Discussion Paper says, ñWhere tokenisation does not change the 
underlying economics and fundamental nature of a depositorôs claim, the PRAôs 
prudential regulatory framework will treat a ótokenisedô deposit similarly to a 
ótraditionalô depositò. But it does not explain whether the transferable version would 
be a change to the underlying economics or fundamental nature of the claim, nor 
does it say what the regulatory regime would be if there were such a change.  

 

 

26 Q5: What are the risks and benefits from the use of (a) tokenised deposits; and (b) stablecoins for 
wholesale transactions? 
27 See also UK Finance Response to FCA DP23/4 on regulating stablecoin, 2023  
28 There are a few existing concepts of retail customers in U.K. regulation (e.g. in COBS3) but this DP 
seems to suggest a new version based on the value of transactions. 
29 Speeches from then Deputy Governor of the Bank in 2023 suggested that the PRA would be 
issuing further guidance on the transferrable/bearer deposit model at the end of last year. The Dear 
CEO letter did reference them, but simply encouraged banks considering this model to contact them.  
 

https://www.ukfinance.org.uk/system/files/2024-02/UK%20Finance%20Response%20to%20FCA%20DP23_4.pdf
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¶ Some members noted that the transferability of tokenised deposits does not refer to 
transferability with no controls but rather transferability among authorised 
participants. Some members were keen to seek clarification on questions like:  

¶ What is the Bankôs perspective on peer-to-peer transferability of a tokenised deposit, 
and where the deposit token transfers on a secondary market between users who 
are not depositors or account holders at the issuing bank? 

¶ On stablecoin, would the Bankôs position on singleness permit the existence of a 
stablecoin that offers redemption at par to clients, but also has a secondary market 
where the price deviates from 1:1? How much would the secondary market price be 
allowed to deviate? How big would the stablecoin need to be, and what sort of usage 
would it need to have for it to become a concern from the perspective of singleness? 

Tokenised deposits (non-transferrable model) 

Risks  

¶ As tokenised deposits are issued by regulated banks that adhere to stringent liquidity 
and capital requirements, the risk of devaluation and run risks are similar to 
traditional deposits. The issuing banks should ensure and maintain minimum liquidity, 
capital, and robust risk management practices, including access to central bank 
contingency funding and deposit insurance schemes.     

¶ Where tokenised deposits are issued by appropriately regulated and capitalised 
institutions, the regulation may help to manage contagion risks due to the 
requirements for substantial and diversified balance sheets, as well as access to 
central bank funding, and insurance guarantee schemes. These buffers reduce the 
likelihood of a disruptive impact on broader markets.   

¶ As extensions of traditional deposits, tokenised deposits are expected to have a 
neutral to positive effect on credit provision (given the same liquidity and credit 
intermediation functions as traditional deposits if regulatory treatment is aligned).   

¶ Ensuring that tokenised deposits are fungible across multiple different platforms and 
banks may pose some technical challenges, for example with differences in the way 
tokens are issued, managed, and redeemed across banks. However, we have 
received a broad range of views from our members on this concept, particularly 
regarding the fungibility of tokenised deposits under banksô remits of mitigating the 
challenge of deposits being transferred to non-depositors. Additionally, bridging 
different blockchain systems adds operational risk, as these connections may 
introduce vulnerabilities, especially through third-party software such as smart 
contracts. However, there is significant work underway within industry to explore 
options, e.g. unified ledgers, or ónetwork of networksô options. We also expect there 
to be some market consolidation in the coming years. 

Benefits   

¶ As tokenised deposits are issued by regulated financial institutions, they are subject 
to existing financial regulations, such as capital and liquidity requirements. This 
provides a high level of trust and stability, making tokenised deposits particularly 
reliable for large-scale transactions in wholesale markets.  

¶ Real-time settlement capabilities in tokenised deposits can speed up cross-border 
wholesale transactions for regulated entities, which can enhance liquidity 
management due to quicker access to working capital.  
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¶ Similarly to stablecoins, tokenised deposits can be programmed to automate 
complex transactions using smart contracts, offering significant potential for 
innovation involving both wholesale payments and capital markets transactions.  

¶ Designed to work seamlessly with both traditional banking deposits and blockchain 
networks, tokenised deposits offer interoperability, allowing for a smooth transition 
from traditional to DLT-based systems.   

¶ Technical interoperability is crucial for ensuring that different forms of digital money 
can be exchanged and used across various platforms, much like stablecoins 
supporting the connection between different blockchains. Achieving interoperability 
between tokenised deposits and traditional banking systems, as well as across 
different blockchain networks should be explored via consultation with industry, for 
example on the cost-benefit analysis. 

Stablecoin 

Risks  

¶ We note the statements in the DP that the Bankôs initial analysis is that there are 
significant financial stability risks from the use of stablecoins for wholesale 
transactions. While our members largely agree with the importance of the singleness 
of money, there was also a view from some that a deeper analysis of the nuances in 
the risks posed by stablecoins and bearer tokenised deposits is warranted. Different 
checks and balances might help to mitigate risks.  

¶ While the Bankôs aim includes ensuring 1:1 backing for stablecoins, members have 
raised the possibility of a vulnerability to devaluation and run risks following market 
participants moving their money out of stablecoins. Potential scenarios include an 
issuerôs creditworthiness and a lack of reserve adequacy to counteract run risks, or 
the risk of a cycle of devaluation of stablecoin reserve assets (for example, HQLA) 
where these assets are being liquidated in a time of stress. Interoperable 
international standards for reserve assets can provide mitigation, ensuring effective 
market protections exist in all jurisdictions stablecoin firms operate in.   

¶ Stablecoins may face challenges in achieving fungibility due to differences in credit 
risk perceptions and supply-demand dynamics. Liquidity pools on decentralised 
finance platforms may help (such as via stablecoin swaps), but they may not fully 
address fungibility concerns.   

Benefits  

¶ Stablecoins can be programmed to automate complex transactions using smart 
contracts, offering potential for innovation involving both wholesale payments and 
capital markets transactions. For example, this automation (through zero-knowledge 
proof technology) within wholesale cross-border transactions could help to reduce 
administrative costs for businesses trading internationally, due to stablecoin 
transactions typically holding faster processing and transaction times than more 
conventional payment method, including international account-to-account transfers. 

¶ There is the possibility of achieving interoperability across blockchains through smart 
contractsô cross-chain bridges. A deeper risk profile of cross-chain bridges is 
required; however, benefits may include ensuring the consistency of pegged value 
across blockchains.  
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¶ Some members believe that further analysis is needed on the net effect of wholesale 
stablecoins and whether this would increase or possibly decrease the risk of runs.  

¶ Some members also noted possible future benefits of regulated stablecoin including 
being that they operate on global networks (e.g. Ethereum), have few intermediaries, 
and that blockchain records are transparent and open source, perhaps enabling new 
technological solutions, including advancements in financial crime monitoring. 
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Wholesale CBDC 

Question 730 
As the Bank already provides wholesale digital money to financial institutions, we suggest 
that when the Bank considers the benefits of a wholesale CBDC (wCBDC) it should consider 
whether incremental improvements could be offered over and above the renewal of RTGS 
and CHAPS payment services. Members note that a transition towards a tokenised financial 
ecosystem raises important areas for analysis around: the nature of issuance, trading, 
clearing and settlement more generally and the role that a wCBDC might play in these 
ecosystems. i.e. a Bank hosted wCBDC platform or the Bank issuing a wCBDC on third 
party platforms - this will be a policy decision that the Bank will need to make. 
 
It is important to highlight that in todayôs wholesale (and retail) payments and securities 
settlement, commercial bank money, or private money, is used in tandem with central bank 
money, or public money. Whereas on the central infrastructure side, most clearing and 
settlement between FMI participants occurs in central bank money, which indirect 
participants (and even direct participants who do not have access to central bank money) 
rely on clearing/settlement banks with access to central bank money. These participants 
have deposit accounts in commercial money with those providers. Unless there is a very 
material shift in the ability to access central bank money for non-financial institutions, it is not 
expected that the use of DLT platform would materially change that model.  

 
In addition, and as highlighted in principle 9 of the Principles for FMIs (PFMIs) 31, an FMI 
should conduct its money settlements in central bank money where practical and available. If 
central bank money is not used, an FMI should minimise and strictly control the credit and 
liquidity risk arising from the use of commercial money. Even though FMIs are expected to 
use central bank money for settlements, this requirement only applies when central bank 
money is ópractical and availableô.  Again, in todayôs settlement environment, not all Central 
Security Depositories (CSDs) use public money for this reason, as some have established 
their own commercial money-based financial institutions to support the settlement activity of 
the CSD, provide intraday liquidity, facilitate foreign exchange, and enable multicurrency 
settlement. That is also reflected in the CSD Regulations32. 
 
There should be, in principle, no policy reason to change this approach for DLT based 
platforms, as long as the relevant risks are adequately addressed and the requirement to 
use a standalone bank is removed. Since central bank money is often not available or 
practical for DLT settlement, (whether through the use of fiat payment rails or via CBDC) 
commercial money remains a fully viable option and should be maintained to allow DLT 
based platforms to provide their services. The alternative would be to halt progress until 
central bank money is available, which would substantially slow down any real progress and, 
consequently, halt learning and innovation. This applies even more so for multicurrency 
settlement, where commercial money is used as there is no unified, jointly controlled system 

 

 

30 Q7: What are respondentsô views on potential functionalities of a wholesale CBDC and how might 
these inform wholesale CBDC design? 
31 See CPMIôs Principles for Financial Market Infrastructure  
32 Central Securities Depositories Regulations 2017  

https://www.bis.org/cpmi/publ/d101a.pdf
https://www.legislation.gov.uk/uksi/2017/1064
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of interoperable central bank money. In the DSS Sandbox, this option is provided, and it is 
also necessary, given that most UK issuance is already in non-sterling.  
 
Strong linkages between commercial money and central bank money are expected, in order 
to maintain finality between the two types, which also supports mitigating financial stability 
risk.   
 
It is important to explore both wCBDC and omnibus accounts as both have benefits and 
drawbacks that need to be considered. 
 
Regarding the functionalities of a wholesale CBDC, it should allow for:  

¶ Full transferability and convertibility between wCBDC and ófiatô public money, such 
that the use of liquidity is optimised, and banks do not have cash which is ótrappedô or 
óblockedô for use on DLT based platforms, and cannot be used for other purposes (for 
example, regular settlement or payments).  

¶ This also applies to transferability between different DLT based platforms of wCBDC. 
Ideally, it should be possible to have a single pool of wCBDC (whether in the form of 
an account or in tokenised forms) which would allow to optimise the use of liquidity 
across different DLT platforms and minimise cost of trapped liquidity.  

¶ At the very least, it should be possible to convert wCBDC into fiat CBDC at the end of 
the day and at some instances throughout the day, so treasury and funding 
operations can be synchronised.  

¶ In addition, it should be possible to easily convert digital private money (whether fiat 
or in the form of regulated tokenised deposits) into wCBDC and vice versa, to allow 
again full (and continued) flexibility between the two forms of money. Recent 
experiments and trials carried out by the ECB Eurosystem showcased the use of 
central bank money through three different models for the purpose of financial 
settlements related to trades on Market DLT platforms. These interoperability models 
were also used to showcase how commercial bank money and central bank money 
can be linked to support settlements. This linkage is important to ensure eligible 
market participants have the ability to convert their commercial money funds to 
central bank money to support risk management and minimise funding costs, thus 
promoting financial stability.   

 
Regarding the creation and redemption of wCBDC, the Bank could also explore the 
possibility of whether eligible high-grade collateral can be delivered/pledged by the entity 
who wants to receive wCBDC, in addition to, for example, existing central bank money cash 
balances. 
 
Regarding programmability, it would be interesting to analyse which programmability 
requirements could be permitted and built into the design of a wCBDC. This could include 
functionalities to automate conversions and sweeps of wCBDC to fiat CBDC and vice versa 
(see above), sweeps to other platforms and conversions in/from commercial money. It would 
also be interesting to analyse which risk management tools could be embedded into the 
design of wCBDC (for example, to minimise counterparty and liquidity risks). 
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Experimentation 

Question 833 
We commend the Bank of Englandôs desire to support experimentation; for example, the 
Digital Securities Sandbox has been well received by market participants. We believe that in 
principle, the majority of experimentation should be led by the private sector but with strong 
and close engagement from the Bank. The Bank will have an important role providing 
access to its systems, as appropriate, in sandboxes and/or providing support to overcome 
regulatory or legal challenges.  
 
In terms of the suite of experiments on wCBDC proposed by the Bank, we have suggested 
some general ideas below. In general, we would recommend that the Bank establishes a 
unified programme of experiments to reduce overhead and provide clarity by prioritising 
those which look most promising and/or manageable in the near-term. This will also help 
firms to manage the amount of experimentation required as there is finite expertise and 
capacity and this needs to be used effectively. The Bank could benefit the wider ecosystem 
by taking on a more proactive role. It should help coordinate such experimentation and 
discussion among FMI participants and also draw out the conclusion/strategy once 
completed. We also encourage the Bank to take learnings from other experiments done ï 
the technology is now well-tested for example, and move to trials where it is able to. 
Furthermore, important work on the regulatory and legal issues should not be overlooked. 
 
The Bank should include experiments looking at the interoperability of commercial bank 
money and central bank money, in line with one of the categories of experimentation under 
the ECBôs recent exploratory work. This would help support use-cases where commercial 
bank money may be used ordinarily for settlement of trades on DLT and this, in return, can 
have a related settlement in central bank money for counterparties who have access to 
central bank money.  
 
We would also emphasise the importance of looking at the end-to-end transaction when 
considering the value of each experiment. There is a need to demonstrate that there are 
benefits for end-users beyond existing services and to show that a viable business model 
could support the proposition. 
 
We believe there are a number of experiments that can be run to test the use cases, 
functionalities and prospective designs of: 

¶ Next generation retail infrastructure, including integration with Open Banking 
standards, exploration of Faster Payments Renewal and RLN. see Appendix 5 for 
more details. 

¶ Digital gilt ï see UK Finance full report34 . 

 

 

33 Q8: Will the proposed programme of experiments help to assess these potential functionalities for 
central bank money? 
34 UK Finance report Unlocking Power - Securities Tokenisation 

https://www.ukfinance.org.uk/policy-and-guidance/reports-and-publications/unlocking-power-securities-tokenisation
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¶ Synchronisation. 

¶ Commercial bank money on a DLT platform that can be used for payments of 
securities trades, with settlement taking place in central bank money between banks 
with RTGS access. 

¶ Joint work with industry on a criteria to assess which asset ledgers to issue 
wholesale CBDC onto. 

¶ Standards work, for example, the Bank of England could engage with work to define 
baseline the protocols/ 'languages' for money. A mirror to functions like the Internet 
Engineering Task Force. 

¶ Omnibus accounts. 

We would recommend the Bank also engages with some of the industry experiments35 and 

live platforms to leverage learnings, align and explore potential collaborations.  

 
 
 
 
  

  

 

 

35 For example, Partior was born in 2021 out of Project Ubin which explored the use of DLT for 
clearing and settlement of payments. The platform has developed a blockchain-based unified ledger 
for payments, enabling real-time clearing and settlement for instant liquidity and transparency. Partior 
is now  a live global unified ledger and is used my multiple banks to support cross-border payments, 
leveraging commercial bank money on chain. Partior aims to enable interoperability between 
domestic central bank money platforms and commercial bank money. 
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Appendix 1 

Payment rails, systems and initiatives 

UK payment volumes 

The total volume of payments made in the UK in 2023 combined to around 49 billion. These 

took place across several rails or systems including CHAPS (on Real Time Gross 

Settlement, RTGS), Faster Payments, Bacs, cards, cheque (on Image Clearing System, 

ICS) and cash.  

 

Figure 1: Summary of the volumes of different UK payments rails, including those made through Faster 
Payments Services, Cheques (sans Cash acquisitions), Cash, BACS, Cards (sans Cash acquisitions), and 
CHAPS. Data gathered from the UK Finance Payments Market Report 2024. 

These payment volumes serve a number of use cases including person to person (P2B), 
person to business (P2B), person to government (P2G), business to person (B2P), business 
to business (B2B), business to government (B2G), government to person (G2P), and 
government to business (G2B). 

Clearing and settlement layers 

Underpinning these rails, the current payments and settlement ecosystem in the UK is 
complex and involves participation of and coordination across multiple different players. This 
can lead to some issues and challenges in certain transaction flows, including delays in 
payment and settlement. For example, the end-to-end payment and settlement journey from 
when the end customer initiates a transaction to when this is settled in the Bank of Englandôs 
reserve accounts requires several steps, components and moving parts; this journey is 
further complicated when wholesale and / or cross-border transactions are accounted for.  
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Figure 2: Payment Clearing & Settlement layers, UK Finance Regulated Liability Network Business Report 2024. 

 

Wholesale bank structures and FMIs 

In addition, there are a series of structures underpinning the transaction flows that enable 
investments intrinsic to capital markets and trade. There are a series of Financial Market 
Institutions (FMIs) that then enable the management and clearing of those transactions.  

 

Figure 3: Investment & wholesale bank structures, UK Finance 2024. 
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Payment markets ï global comparisons 

In some countries, the role of government has driven change and the pace of adoption, 
including: being early adopters themselves as evidenced by the Indian governmentôs 
demonetisation policy and adoption of UPI; and through cultivating support from the wider 
payments ecosystem participants as evidenced by the Australia Payments Plus.  

The starting point for each market is different, and has in some cases, necessitated 
payments innovation. For example, high cash usage in India and Thailand, popularity of 
cards and cheques in the US. The UK has been ahead in many ways, with FPS, Chip and 
Pin and contactless since the early 2000s.  

In a number of these countries the regulatory frameworks and consumer protections are not 
as robust as the UK. However, the tension between regulatory control and innovation 
has slowed development in the UK, and some other countries such as Canada. 

Developments enabling cross-border payments remain a focus. Asian countries are leading 
in real time (multi-currency) cross-border payments innovation e.g., PayNow-PromptPay 
(Singapore-Thailand) and PayNow-UPI (Singapore-India). 

Integration of Digital ID with payments, digital wallets, account-to-account propositions 
and similar innovations have led to simplified, more seamless and enhanced payments 
journeys accelerating adoption. 

 

 

Figure 4: Global comparisons, UK Finance Future of Payments Review response, 2023.  

 Payment Initiative      Digital ID      QR Codes      Mobile Banking      Account 2 Account      Digital Wallets        CBDC Key: 
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Appendix 2 

International interoperability initiatives 
Today, international interoperability is provided by several albeit separate initiatives which 
the UK payments industry continues to support. These include: 

¶ Continued access to SEPA (Single Euro Payments Area). SEPA enables streamlined 
euro-denominated payments across European borders, simplifying transactions 
between UK businesses and customers in the EU. It helps UK businesses maintain 
frictionless payment processing, reducing the barriers to trade and maintaining 
competitiveness in the European market. SEPA ensures that euro transactions within 
the SEPA zone are treated as domestic payments, leading to lower transaction fees 
and faster settlements.  

¶ The correspondent banking model, Swift GPI, goes some way to improving 
wholesale payment flows internationally by providing end-to-end tracking for high-
value cross-border payments whereas Swift Go is the comparable service for lower-
value payments.  

¶ Similarly, the European Payments Councilôs new One-Leg-Out Instant Credit Transfer 
aims to use the existing SEPA payment rails for international instant credit transfers.  

¶ There are also óon-usô solutions offered by global banks and Fintechs intended to 
minimise frictions and support international interoperability. 

 
In the near term, there are a number of initiatives that will continue to build interoperability: 

¶ We are participating in industry-led activities, in support of the G20 Roadmap to 
enhance cross-border payments, that are seeking to promote relatively low-cost 
domestic Automated Clearing House (ACH) services and their interlinking for cross-
border payments. It is important to note that interlinking of ACH for international use 
requires more than just technical alignment between PSPs, but alignment also of 
regulatory and market governance mechanisms, including considerations for 
commercial drivers and potential implications for increased fraud.  

¶ The Bankôs own RTGS Renewal programme, with the expanding use of ISO20022, 
will support international interoperability in CHAPS and, at a date to be determined, 
in retail payments. Continuing its programme of innovation, the Bank has noted its 
strategic intent to extend operations to near 24/7. From the industryôs perspective, a 
balance needs to be struck between extended operations and meeting compelling 
business cases requirements. In the context of cross-border payments, we note that 
extending operating hours that support flows with APAC and the EU would be the 
most beneficial.  

¶ The Bank has also proposed synchronisation functionality as part of its development 
programme. We note however that this functionality is already available, for example 
in CREST, and therefore already solves for a number of use cases for atomic/DvP 
settlement. There is therefore a question over the need for the Bank to proceed with 
its proposals.  

¶ We note with interest the developments in BIS' Project Nexus as it addresses the use 
cases for international interoperability for account-to-account retail payments (for 
C2B, B2C and C2C use). 
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¶ We have made several recommendations in response to the FSBôs consultation to 
promote alignment and interoperability in data frameworks for cross-border 
payments. These recommendations include: the need to adopt a holistic approach 
improving data quality throughout the payment chain; the need for global data 
management; the need for international data standards and interoperability including 
mapping identifiers like LEIs to BICs; and a framework for data confidentiality and 
data protection.  

Project Agora 

Project Agora is a joint test with seven central banks: Bank of France (representing the 
Eurosystem), Bank of Japan, Bank of Korea, Bank of Mexico, Swiss National Bank, Bank of 
England and the Federal Reserve Bank of New York. They will collaborate to build on the 
unified ledger concept proposed by the BIS. The project will also investigate how tokenised 
commercial bank deposits can be integrated with tokenised wholesale central bank money 
(wCBDC) in a public-private programmable core financial platform. By integrating wCBDCs, 
the project aims to improve transparency and efficiency, especially in cross-border financial 
interactions. 

In the current system, cross-border payments involve two separate actions: messages are 
sent to banks detailing how clients should be credited, followed by the transfer of funds. The 
use of a unified ledger that integrates central bank and commercial bank money on a single 
platform can help reduce the ñpost-tradeò transaction time, by ensuring that the KYC and 
AML checks that must be completed at every leg of the transaction is completed 
simultaneously. The BIS further explains that the unified ledger uses tokenisation to óreduce 
the duplication across payment chainsô and make transactions more efficient. Additionally, 
the unified ledger system can produce a ótamper-proof, auditable record of cross-border 
paymentsô according to the BIS test. This increases transparency and security, essential for 
fostering trust in the new system. 

Wholesale CBDCs can be programmed to automatically execute transactions under pre-
determined conditions using smart contracts. This can increase efficiencies in the Know-
Your-Customer process and offer potential for innovation involving both wholesale payments 
and capital markets transactions. For multi-currency transactions, smart contracts can also 
automate currency conversions and distribute funds according to a pre-determined set of 
rules. This could potentially enable real time settlement and aid in liquidity management.    

It is important to note that BIS innovation hub projects are experimental in nature. As such 
results cannot be expected at the outset. The test has reached its design phase, with a 
project report expected to be published by the end of 2025. 

 

Other international projects involving tokenisation 

¶ Members are generally supportive of the direction of travel of the work initiated by the 
ECB on wCBDC and encourage the Bank to learn from their early research. 

¶ Experiments with wCBDCs have shown promising signs that tokenisation can 
increase efficiencies in securities settlement, as shown in Project Helvetia. The 
findings from Helvetia also suggest that using wCBDCs as opposed to interlinking 
real time gross settlement systems to financial infrastructures can provide greater 
scope for future innovation in the settlement process. Tokenisation can also increase 
transparency in operation as evidenced by projects Dunbar, Jura and mBridge. 
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These three completed wCBDC projects highlight focus on cases where CBDCs 
were transferred with other CBDCS (PvP) or with tokenised securities (DvP).  

¶ In Brazil, the central bank recently issued a further call for companies to participate in 
its Drex wCBDC experiment. Again, we would encourage the Bank to seek to learn 
from jursidictions that are already further down the path of wCBDC experimentation. 
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Figure 5: Global projects on wholesale Central Bank Digital Currencies.  



 

 

 
  



 

 

 
  



 

 

 
  



 

 

 
  



 

 

  



 

 

  



 

 

 
  



 

 



 

 

  


























