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On October 18th, the Governing Council of the European Central Bank announced that it would 

move forward with the preparaƟon phase of the "Digital Euro" implementaƟon process. 

According to the ECB communiqué, at the end of this phase the fundamental rules of the digital 

euro system should be established, with a view to allowing consideraƟon and a future final 

decision on issuing a digital euro, once the European Union's legislaƟve process has also been 

completed.  

This briefing note aims to shed light on the ongoing Digital Euro project, in parƟcular its 

objecƟves, possible pracƟcal applicaƟons and the next steps in its development. There is also a 

brief reflecƟon on the Proposal for a RegulaƟon on the creaƟon of the digital euro, put forward 

by the European Commission, and the consequences of this new means of payment for credit 

insƟtuƟons and payment service providers. 

 

1. What is the Digital Euro? 

The Digital Euro, as currently configured, would be an electronic payment method that would be 

available, free of charge, for widespread use in the Eurozone.  

In its current version, the Digital Euro has the following characterisƟcs: 

 It is a digital payment method supported by the ECB; 

 Universally accepted in the Eurozone and incorporated into the ATM network; 

 Free of charge; 

 Available both online and offline; 

 Guaranteed security and privacy;  

 Value guaranteed by the ECB, less suscepƟble to volaƟlity. 

The objecƟves behind the creaƟon of the Digital Euro are diverse, but they all serve one ulƟmate 

purpose: to safeguard the role of public money by providing a digital alternaƟve, consequently 

making the Eurozone more robust, innovaƟve and compeƟƟve. 

To understand the Digital Euro, it is important to disƟnguish it from cryptocurrencies and, in 

parƟcular, from so-called stablecoins. Fundamentally, the Digital Euro is backed by a central bank, 

which guarantees its reliability and stability, but prevents its integraƟon into a decentralized 

network and reduces its suscepƟbility to being used for investment or speculaƟon.  

Cryptocurrencies and stablecoins have different characterisƟcs. The former generally 

incorporate the possibility of volaƟlity in their value, which should not be the case with the 
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Digital Euro. On the other hand, the stability and credibility of stablecoins depend on the enƟty 

behind their issuance and its ability to fulfill its commitment to maintain the value of the 

currency over Ɵme. In the case of central bank digital currencies, the strength of this 

commitment should be more resilient, helping to maintain their value. 

 

2. What are the possible uses of the Digital Euro? 

According to the informaƟon provided by the ECB, the Digital Euro will have a wide range of uses, 

all with the aim of enabling payments and transacƟons to be made securely and ensuring a level 

of privacy similar to that of using cash.  

In this sense, the main operaƟons that can be carried out using the Digital Euro will be, for 

example, payments for goods or services, both in physical establishments and online, 

transacƟons between individuals and transacƟons to, from and between government 

insƟtuƟons. Although these are the main uses that the European Central Bank has defined, there 

is scope to explore new and different uses for this digital form of the euro throughout its 

development project. These include the provision of digital wallets operated by the ECB to store 

and transfer the digital currency and integraƟon with the physical ATM network or with the 

systems already provided by payment service providers. 

 

3. Timeline of the European Central Bank’s process 

The European Central Bank's CBDC (central bank digital currency) process began in September 

2020 with a period of assessment of the technological feasibility of the project and resulted in 

conclusions that served as the basis for the research phase, which began in October 2021. This 

focused essenƟally on defining the format and general distribuƟon condiƟons of a possible 

Digital Euro. The priority uses of the Digital Euro and the preferences and needs of the market 

were discussed, while the technical work on the market impact assessment was intensified. 

 

The next phase, the preparaƟon phase, which is now beginning, will focus on finalizing the set 

of rules for the Digital Euro and idenƟfying service providers for the possible creaƟon of a specific 

plaƞorm and infrastructure for the Digital Euro. The process will also include tests and 

experiments to ensure compliance with the Eurosystem's technical prerequisites. 
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Alongside the technical work led by the ECB and naƟonal authoriƟes, Digital Euro has been 

discussed regularly in both the Council and the European Parliament, both of which have 

expressed their support for the development of the project. The final decision on issuing a Digital 

Euro depends on the adopƟon of a legislaƟve framework at the European level. 

 

4. European Commission’s Proposal 

The legislaƟve process for the Digital Euro was iniƟated by the European Commission, with the 

presentaƟon of the Digital Euro Package, a legislaƟve package made up of three proposals 

related to the Digital Euro: 

1) Proposal for a RegulaƟon on the creaƟon of the digital euro; 

2) Proposal for a RegulaƟon on the provision of digital euro services by payment service providers 

incorporated in Member States whose currency is not the euro and amending RegulaƟon (EU) 

2021/1230 of the European Parliament and of the Council; 

3) Proposal for a RegulaƟon on the legal tender status of euro banknotes and coins. 

The Proposal for a RegulaƟon on the creaƟon of the digital euro aims to introduce the digital 

euro as an addiƟon to the exisƟng currency, alongside physical banknotes and coins. It includes 

the fundamental elements of the design of the digital euro, considering its technological 

feasibility, with the aim of aligning it with the intended policy objecƟves, and enabling the 

European Central Bank to issue the digital euro in accordance with its mission and 

responsibiliƟes. 

This Commission Proposal is, for now, aligned with the ECB's objecƟves, giving legal tender status 

to the Digital Euro, ensuring its universal acceptance and emphasizing concerns about 

guaranteeing a high level of privacy, while also referring to the need to comply with rules that 

minimize the risk of money laundering and terrorist financing, conceiving the digital euro as 

accessible, free of charge, throughout the Eurozone, also establishing the regulatory basis for 

fees on payment services and imposing limits on the use of the Digital Euro as a store of value. 

With regard to payment service providers ("PSPs"), the Proposal explains, in an opening recital, 

that "in accordance with the authorizaƟon granted to them to provide payment services under 

DirecƟve 2015/2366, all payment service providers (PSPs) authorized in the EU may provide 

payment services in digital euros, including addiƟonal payment services in digital euros, in 

addiƟon to basic payment services in digital euros. Payment service providers do not need an 
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addiƟonal authorizaƟon from their competent authoriƟes to provide payment services in digital 

euros." It is also stated that, regarding the distribuƟon of the digital euro, PSPs must establish a 

contractual relaƟonship with users.  

Credit insƟtuƟons that provide a payment account are also obliged to offer "the full range of 

basic payment services in digital euro to natural persons residing in Member States whose 

currency is the euro" at the request of their customers, according to ArƟcle 14 of the 

Commission's proposal.  

Banks and payment service providers will act as intermediaries, with responsibility for ensuring 

the distribuƟon and provision of services related to the Digital Euro (without the need to obtain 

addiƟonal authorizaƟon). Among the services envisaged will be the creaƟon of condiƟons for 

using and accessing digital euros, opening accounts, iniƟaƟng and receiving payments, and 

issuing specific payment instruments. 

This proposal is sƟll a preliminary version. The next stages of the European Union's legislaƟve 

process, unƟl final approval, will be lengthy and will probably alter this iniƟal version published 

by the Commission.  

For now, there is a clear poliƟcal commitment to integraƟng financial operators (especially banks 

and payment service providers) into the Digital Euro project, which will be configured as an 

addiƟonal payment service to those already available. This novelty, coupled with the potenƟal 

obligaƟon to make basic payment services available with digital euros, should lead financial 

insƟtuƟons to closely monitor the technical and legislaƟve process underway, with a view to 

anƟcipaƟng potenƟal regulatory changes with an impact on their business. 

 

5. How is Portugal contribuƟng to this project? 

In order to monitor the process from Portugal, the Bank of Portugal has set up the Market 

Contact Group on the Digital Euro. The aim of this group is to promote discussion between 

different stakeholders with professional experience in the payments market. In this way, it is 

hoped to obtain stakeholders' views on the impact of Digital Euro on various sectors of acƟvity 

and on the opportuniƟes that this project could bring to the Portuguese payments market. It is 

hoped that the results of the joint reflecƟon will be communicated to the ECB, through 

recommendaƟons that should reflect the impacts and objecƟves discussed in the naƟonal 

panorama. 
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6. How can we help? 

Banks and Payment Service Providers will play a key role in the distribuƟon of this new form of 

the Euro. Digital Euro will involve, among other new features, the emergence of new forms of 

customer onboarding; the provision of wallet services; new means of online and POS payments; 

and the creaƟon of advanced funcƟonaliƟes with programmable payments that will ulƟmately 

extend to all banking services.    

Abreu Advogados has extensive experience in advising payment service providers, credit 

insƟtuƟons, financial companies and branches of credit insƟtuƟons and financial insƟtuƟons. In 

this context, we have a team specializing in banking and finance law and technology that can 

help clients with the legal structuring of innovaƟve products and business models within the 

framework of the Digital Euro legislaƟon. 
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