
HOW THE BANK 
OF ENGLAND WILL 
BUILD A NEW 
RTGS SYSTEM 
FOR THE UNITED 
KINGDOM
The Bank of England will over the next three years 

build an entirely new RTGS system. Its objective of 

encouraging competition and innovation while enhancing 

resilience and reducing systemic risk is ambitious. But 

the central bank is minimising the risks of an awkward 

transition by reuniting operational and risk management, 

retaining what works, adjusting gradually, eschewing 

the temptation to take on functions already performed 

effectively by the private sector - such as securities 

settlement - and working closely with the banks.

“A central part of the review, and the 
subsequent decision to renew the system, was 
market-led,” says Will iam Lovell, head of future 
technology at the Bank of England. “What we 
are addressing is a radical change in payments 
markets.” The publication on 9 May of A 
blueprint for a new RTGS System for the United 
Kingdom marked the third stage of a process 
dating back to January 2016, when the Bank 
of England announced it had decided to renew 
the Real T ime Gross Settlement (RTGS) system 
it has operated since 1996. The blueprint is the 
result of the subsequent consultation, which 
ran from 16 September to 7 November 2016.

The 61 submissions to the consultation 
pointed to one clear conclusion: meeting the 
future needs of the payments markets meant 
building an entirely new RTGS system. The 
Bank is approaching this commission in an 
understandably cautious spirit. The existing 
RTGS system, now 21 years old, may not meet 
the needs of the banks and payment providers 
of the future, but it sti l l settles an average 
of £500 bil l ion of payments a day between 
the banks of the present. “It plays a vital 
positive role in the United Kingdom economy, 
supporting its economic and financial stabil ity,” 
says Lovell.

It is easy to forget that the RTGS system is also 
the means by which the Bank implements the 
monetary policy decisions which maintain that 
stabil ity. “RTGS is our general ledger,” explains 
Lovell. “It is where the banks have their bank 
accounts. It enables risk-free payments to 
happen. It enables us to implement monetary 
policy via the reserve accounts. RTGS is not 
just a settlement system. It is the operational 
arm of the Bank in delivering its monetary and 
financial stabil ity policy objectives.” 

Fresh competitors and new risks

Which is  why, paradoxica l ly,  the RTGS 
system must be changed. Chal lenger banks, 
new non-bank entrants to the payments 
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markets,  and a growing range of  cyber-
threats,  present the Bank with a demanding 
test .  I t  must balance the opportuni ty to 
encourage compet i t ion and innovat ion in 
payments against  the r isks that  th is might 
int roduce, whi le mainta in ing or improv ing 
the current h igh leve ls of  res i l ience. 

“The wor ld has changed,” expla ins Lovel l .  “ I t 
presents new chal lenges with which we have 
to engage i f  the Bank is  to meet i ts  pol icy 
goals of  ensur ing monetary and f inancia l 
stabi l i ty.  In a changed envi ronment,  we have 
to make sure not just  that  the RTGS system 
works proper ly,  but that  we understand how 
al l  the p layers in the system f i t  together. 
Systemic r isk may mater ia l ise not just 
because a component of  the RTGS fa i ls ,  but 
because one of  our members is  st ruggl ing 
with the knock-on effects.  In recent years, 
the way we th ink about f inancia l  stabi l i ty 
has become much more about the inter-
connectedness of  the system.” 

That inter-connectedness applies to transactions 
as well as institutions. The Bank is  increasingly 
a l ive to the l inks between apparent ly 
separate t ransact ions.  Cash, for  example, 
might be used by one part ic ipant to pay 
for  secur i t ies,  whose se l ler  then posts the 
cash as col latera l ,  whose taker uses i t  to 
fund a loan. The fa i lure of  any one l ink in 
the chain could spark a systemic cr is is . 
“Could we make those t ransact ions happen 
s imul taneously rather than sequent ia l ly?” 
asks Lovel l . 

Waiting for DLT to mature

It is an interesting question to ask – and one 
made familiar by a particular new technology. 
Synchronisation and simultaneous settlement 
of transactions is an idea which is forward-
looking enough to be redolent of the aims 
of many distributed ledger technology (DLT) 
solutions. By replacing the reconcil iation of 
multiple ledgers by the distribution of a single 



the management of the new RTGS system are 
straightforward enough to make. First, the Bank 
wil l continue to operate the new RTGS itself. 
Secondly, it wil l phase in functionality over 
time, avoiding the obvious risks of a Big Bang 
approach.

Why CHAPS Co is being absorbed

Another key aspect of the renewal programme 
is that i t  wi l l  remove the current separat ion 
of the operat ion of the system from the 
management of the systemic r isk i t  represents. 
A model in which a pr ivate company control led 
by a group of direct ly part ic ipat ing banks 
(CHAPS Co) uses an RTGS system operated 
by the Bank of England to transfer funds 
between their accounts at the Bank of England 
wi l l  g ive way to one in which the management 
of systemic r isk as wel l  as the operat ion of the 
system itsel f  is vested in the central  bank. The 
Bank sees this as an essent ia l  response to the 
increasing need to take an end-to-end view of 
r isks in the payments eco-system, part icular ly 
in l ight of the growing cyber-threat.

By the end of this year, the Bank of England 
wi l l  have absorbed CHAPS Co. “Having made 
the decis ion, on f inancial  stabi l i ty grounds, 
to move to direct del ivery, there are benef i ts 
in not having an extended transit ion per iod,” 
says Lovel l .  “We want to del iver a best-of-
breed RTGS system with a hol ist ic v iew of r isk 
in the system, and the sooner we can start 
working on that together the better.” 

In the Blueprint ,  the Bank says that the 
indirect del ivery of RTGS services is unusual 
in internat ional terms. I t  a lso notes that 
the Internat ional Monetary Fund ( IMF) has 
descr ibed the separat ion of operat ional 
responsibi l i ty from r isk management as less 
than opt imal. 

John Jackson, pol icy lead, RTGS renewal, 
at the Bank of England, prefers to cast this 
issue in a posit ive l ight. “ I t  is not so much 

that we face a ‘burning platform’ today,” 
he says. “ In some areas, CHAPSCo has led 
the way in thinking through how to do end-
to-end r isk management.  But to take that 
work to the next level requires, in our v iew, a 
direct del ivery model,  especial ly in this more 
chal lenging environment.”

Balancing stability, competition and 
innovation

The chal lenges of the current environment 
include new entrants, both convent ional 
chal lenger banks and FinTechs looking to 
use digita l  technology to transform the cost 
as wel l  as the qual i ty of payment services. 
Jackson says the Bank wants to encourage 
new entrants and increase innovat ion and 
competit ion, in part by widening access to 
central  bank money sett lement through the 
RTGS system. 

So i t  is not surpr is ing that one of the pr incipal 
benef i ts of the new system wi l l  be faster 
and simpler on-boarding of new members. 
This wi l l  become steadi ly more valuable as 
membership is widened. The consultat ion 
found even establ ished banks keen to 
streamline the tr ia l l ing, test ing and admission 
of new members, s ince the current processes 
devour staff  t ime and technology budgets. 
At the same t ime, easier admission of new 
members creates new r isks. So i t  is s igni f icant 
that, under the new RTGS system, both the 
establ ished and the newly admitted service 
providers wi l l  a lso be under the direct purview 
of the Bank for the f i rst t ime. 

Indeed, i t  is tempting to ask whether this was 
necessary because the interests of incumbent 
banks have prevented more rapid growth in 
CHAPS membership. But Mike Jones, head of 
the market services div is ion at the Bank, says 
the obstacle to wider access is technical,  not 
pol i t ical .  “We can add a new CHAPS member 
in RTGS, but i t  is quite an undertaking to do 
i t ,  because we made certain choices when we 

ledger agreed by all parties to a transaction, DLT 
promises massive reductions in cost as well as 
risk.1 

Certainly, the Blueprint leaves the possibil ity 
of using DLT open more generally. It declares 
only that “DLT is not yet sufficiently mature to 
form the core of the next generation of RTGS.”2 
It also describes a synchronised settlement 
function where the settlement of funds in RTGS 
is synchronised with the settlement of assets in 
other systems.  The Bank says proof of concept 
work has already shown how this can be 
achieved, and adds that it could open up new 
opportunities for delivery-versus-payment (DvP) 
and payment versus payment (PvP).

“Resil ience is the defining feature of RTGS, now 
and in the future,” says Lovell. “We need the 
core part of the new RTGS system to be built on 
robust, resil ient, known technology. However, 
we expect the use of DLT in other settlement 
systems to grow quickly, and it is something we 
want to support and be able to interface with. 
DLT networks are an emerging risk as well as an 
emergent technology, and we need to be able to 
bring central bank money onto those networks 
in an emergency just as we do in existing 
payments schemes. In order to do so, we do not 
need to build our core system on DLT, or issue 
sterling as a digital currency on a DLT network. 
We are DLT-aware rather than DLT-based.”

Linkages with DLT networks may complicate 
the challenge of managing an inter-connected 
financial system. But some decisions about 

1   The Governor of the Bank of England himself has argued publicly that 
securities settlement in particular seems “ripe for innovation” precisely 
because a typical settlement chain “can involve many intermediaries, 
making securities settlement comparatively slow, operational risks and 
costs high.” See Mark Carney, Governor of the Bank of England, “The 
Promise of FinTech – Something New Under the Sun?” at the Deutsche 
Bundesbank G20 conference on “Digitising finance, financial inclusion 
and financial literacy,” Wiesbaden, 25 January 2017, page 7.

2   Bank of England, A blueprint for a new RTGS System for the United 
Kingdom Paragraph 19, page 27.

‘‘Resilience is the defining 
feature of RTGS, now and 
in the future,” says Lovell. 
“We need the core part of 
the new RTGS system to 
be built on robust, resilient, 
known technology.’’

- William Lovell, head of future 

technology, Bank of England
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to component fa i lure, which is the pr imary r isk 
addressed by the exist ing system. With cyber-
threats, people are act ively try ing to br ing the 
system down. The altered nature of the threat 
environment since the exist ing RTGS system 
was bui l t  20 years ago has inf luenced and 
wi l l  cont inue to inf luence our thinking at the 
design, bui ld and running stages of the new 
system.  The concept of a technological ly 
non-simi lar third si te wi l l  remain core to the 
new design.  Precisely what package we wi l l 
use to del iver that concept is a key part of the 
next stage of design.” 

To address the ever-mutat ing cyber-threat, the 
Bank is adopting a secure-by-design approach 
to bui lding the new RTGS system. I t  a ims 
to ensure that components and processes 
are tested for cyber-securi ty vulnerabi l i t ies 
at every stage in the project. “Rather than 
taking an Armadi l lo approach, and putt ing a 
hard shel l  around the ent ire system, we are 
actual ly looking to make the platform secure 
throughout,” says Lovel l .  “We are also looking 
at people and processes too, to ensure they 
are hard to compromise. We want to rel ieve 
the people execut ing the processes of the 
burden of being the last l ine of defence.” 

He accepts that effect ive cyber-securi ty is 
i tsel f  a process, and one without end. “We wi l l 
never stop making the system more secure,” 
says Lovel l .  “As vulnerabi l i t ies are revealed, 
and new methods of attack are devised, we 
wi l l  need to defend against those. We see i t  as 
a cont inuous process. I t  is happening now, and 
wi l l  cont inue to happen with the new system.” 

Contingency networks can wait

Surpr is ingly, this emphasis on resi l ience does 
not extend to adding cont ingency network 
providers at this stage. This is because the 
consultat ion ident i f ied no near-term appeti te 
for any means of accessing the new RTGS 
platform other than SWIFT. Banks are reluctant 
to support mult iple suppl iers from the outset, 

bui l t  the system that were r ight for the smal l 
number of members we had back in 1996,” 
he explains. “With a burgeoning membership, 
i t  does not work so wel l .” Wider access was 
certainly not a high pr ior i ty in the 1990s, when 
the Internet - let a lone chal lenger banks and 
FinTechs - was not yet establ ished. 

But the emergence of new entrants, and the 
post-cr is is appet i te for sett l ing in central  bank 
money general ly,  has put the histor ic model 
under pressure. According to Jones, new 
entrants are pushing for direct access to the 
RTGS less to compete more effect ively with 
the incumbents than because the 25 direct 
members insist i t  is not economic to service 
low-volume part ic ipants as indirect members. 
This is especial ly the case after taking into 
account the onerous requirements to perform 
Know Your Cl ient (KYC) and ant i-money 
laundering (AML) checks on the cl ients of new 
entrants. “Agent banks are not f inding i t  very 
attract ive to service some of these f i rms,” says 
Jackson. 

As the recent announcement3 to al low non-
bank payment service providers access to the 
RTGS platform shows, the Bank has a di fferent 
concern. I t  is to encourage the competit ion 
and innovat ion that new entrants promise, but 
without putt ing the RTGS system at r isk. New 
entrants create new r isks, which are ampl i f ied 
by the growing threat of cyber–attacks. “The 
market in the United Kingdom is a v ibrant one, 
with a range of non-bank payments services 
providers (PSPs) now author ised to compete 
in the domestic payments market,” says 
Jones. “We think there are benef i ts to f inancial 
stabi l i ty from competit ion and innovat ion, 
because di fferent channels spread r isk as wel l 
as providing more choice for consumers. But 
in encouraging competit ion and innovat ion, 
we must always ensure this is not done at the 

3   ‘Bank of England extends direct access to RTGS accounts to non-
bank payment service providers’ -  read more

‘‘In some areas, CHAPSCo 
has led the way in thinking 
through how to do end-
to-end risk management.  
But to take that work to 
the next level requires, 
in our view, a direct 
delivery model, especially 
in this more challenging 
environment.’’

- John Jackson, policy lead 

RTGS renewal, Bank of England

expense of f inancial  stabi l i ty,  and be careful  to 
ensure the relat ive degree of regulat ion does 
not give new entrants an unfair  advantage.” 

This focus on stabi l i ty and resi l ience has 
received strong support from market 
part ic ipants, old and new. “ In the consultat ion 
process, we thought the industry would 
be concerned pr imari ly about funct ional i ty 
and access,” says Jackson. “Those issues 
did matter to the banks, but resi l ience was 
always the f i rst pr ior i ty for users. Banks and 
non-banks reminded us cont inuously that our 
unique sel l ing point is running a sett lement 
platform that is safer than anything else in the 
ster l ing payments eco-system.”  

Multiple layers of resilience

This is why the Blueprint  places i ts pr imary 
emphasis on resi l ience, alongside innovat ion 
and competit ion. In fact, the text is not iceably 
insistent that the new platform is not about 
addressing perceived shortcomings in the 
operat ional resi l ience of the exist ing system 
but about enhancing i ts strengths. The Bank 
already runs dual s i tes simultaneously and 
has subscr ibed to the Market Infrastructure 
Resi l iency Service (MIRS), the back-up service 
provided by SWIFT, s ince 20134.   I t  remains 
strongly committed to running a third si te as 
part of the new system.

The chief advantage of MIRS is that i t  is not 
technological ly equivalent to the dual s i tes, 
el iminat ing the r isk of a successful  cyber-
attack on the dual s i tes making i t  impossible 
for the Bank to sett le transact ions at al l . 
MIRS may form the basis of a third si te, to 
which the Bank is now committed. “We want 
to bui ld resi l ience into the design of the new 
system,” says Jones. “ In part icular, we want 
to address cyber-r isk. This is a di fferent threat 

4   See “A back-up plan called MIRS,” Market Infrastructure Forum 
Magazine, Sibos Dubai, 2013, pages 21-22.
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and Credit Clearing (CCC) and LINK – as well 
as the CHAPS Co high-value payment scheme, 
there is obvious scope to manage the costs of 
l iquidity downwards. 

Payments from different schemes could 
be sequenced more eff iciently and the 
col lateral isation of payments could be 
automated. “We have got l iquidity-saving 
functional ity bui lt into the design of system 
today, and wil l  have in the new system too,” 
says Jackson. “But we wil l  also be trying to 
make the way sett lements happen across the 
different schemes more eff icient.”

Standardisation of interfaces

But  the  Bank  i s  th ink ing  beyond the  Un i ted 
K ingdom,  and des ign ing  a  sys tem w i th  the 
same or  a t  l eas t  s im i l a r  i n te r faces  to  RTGS 
sys tems in  o ther  count r i es .  In te rchangeab le 
in te r faces  w i l l  make  i t  eas ie r  fo r  Un i ted 
K ingdom banks  to  in te r-opera te  w i th  o ther 
sys tems,  c rea t ing  sav ings  in  back  o f f i ce 
connect i v i t y  expend i tu re .  “ In te r na t iona l 
banks  have  the i r  co re  payment  sys tems, 
wh ich  they  use  a round the  wor ld , ”  says 
M ike  Jones .  “The  s imp le r  i t  i s  to  l i nk  to  our 
sys tem,  and the  more  s im i la r  our  sys tem 
is  to  o ther  RTGS sys tems,  the  eas ie r  and 
cheaper  i t  i s  fo r  banks  to  se t  up  and ma in ta in 
the  in te r face . ” 

Th is  i s  why  the  Bank  i s  a  member  o f  the 
HVPS+ ISO 20022 g loba l  marke t  p rac t ices 
g roup fo r  h igh  va lue  payments  sys tems, 
deve loped by  the  HVPS Task  Force .  “ ISO 
20022 i s  a t  the  hear t  o f  e f fo r ts  to  ha rmon ise 
access  to  se t t l ement  sys tems a round the 
wor ld , ”  says  Jackson.  “A t  p resent ,  banks 
have  to  se t  the i r  opera t ions  up  d i f f e ren t l y 
to  access  sys tems in  the  Un i ted  Sta tes , 
Europe and Japan,  and be tween h igh  and 
low va lue  payment  sys tems,  and be tween 
payments  sys tems and secur i t i es  sys tems, 
even  in  the  same count ry.  Harmon is ing  as 
much as  poss ib le  on  how we move to  ISO 

and to incur the costs of reducing their 
current rel iance on SWIFT, because they are 
convinced the pr ice at present outweighs the 
benef i ts. Furthermore, the SWIFT network in 
i tsel f  a lready rel ies on mult iple vendors (Mult i-
Vendor SWIFT IP network) and thus inherent ly 
offers a high level of resi l ience. 

Despite, the design for the new RTGS, i t  wi l l 
be network-agnost ic, a l lowing the system to 
interface with, and accept messages from, 
di fferent networks - as and when they gain 
tract ion. “Members told us they ful ly expect 
to appoint other network providers at some 
point dur ing the l i fet ime of the new RTGS 
platform,” explains Jackson. “Although they 
did not want a l ink to any specif ic provider 
now, they did want us to make i t  easy to adapt 
to new providers when the need or opportunity 
ar ises. In i t ia l ly,  we expect the vast major i ty of 
messages to be received through the SWIFT 
network, but we are nevertheless going to 
bui ld a network-agnost ic system.”

Future-proofing by design

The log ic  o f  re ta in ing SWIFT as so le  in i t ia l 
network suppl ie r,  wh i le  re ta in ing f lex ib i l i t y  for 
the fu ture ,  app l ies  to  the pro ject  as  a  whole . 
“What  we have learned f rom the recent  h is tory 
o f  techno logy is  that  you cannot  ant ic ipate 
what  w i l l  be go ing on in  f i ve  or  seven or  ten 
years ’  t ime,”  says Love l l .  “We are bu i ld ing a 
system that  meets  the demand for  changes 
that  we can pred ic t  now but  wh ich can a lso 
accommodate the unforeseeab le  changes o f 
the fu ture .” 

Ne i ther  the Bank nor  the banks see any po int 
in  je t t i son ing aspects  o f  the cur rent  RTGS 
system that  e i ther  do not  need to  be rep laced, 
or  wh ich cou ld be enhanced.  Equa l l y,  there 
is  recogn i t ion that  not  a l l  fu ture  poss ib i l i t ies 
can be ant ic ipated,  so the arch i tecture  o f 
the new p la t form has to  remain f lex ib le .  “We 
want  to  bu i ld  a  system that  does not  just 
capture benef i ts  now,  but  wh ich is  f lex ib le 

enough to  accommodate fu ture  changes,” 
says Jackson.  “S ince change a lways enta i ls 
cost ,  the read ier  the system is  to  respond at 
the t ime,  the less i t  w i l l  cost  to  fu ture-proof 
the serv ice.” 

A good example o f  fu ture-proof ing by 
f lex ib i l i t y  in  des ign is  the dec is ion not  to 
operate  the new RTGS p la t form 24/7 f rom 
the outset ,  but  never the less to  ensure i t  i s 
capab le  o f  be ing operated around the c lock. 
I f  i t  ever  became poss ib le  to  synchron ise 
s ter l ing payments  made through the new 
RTGS system wi th  US do l la r  payments 
set t led v ia  Fedwi re ,  for  example,  operat ing 
the RTGS 24/7 would make good bus iness 
sense. 

“At the moment, the eco-system as a whole 
cannot support operat ing 24/7,” says Jones. 
“But by taking the technical constraint off  the 
table, the new RTGS system wi l l  not be the 
cr i t ical  obstacle to moving to 24/7 operat ion. 
The discussion now and at the t ime can be 
about the business benef i ts to the banks and 
their c l ients, not whether or not i t  is technical ly 
feasible.” 

I f  and when i t  does eventual ly happen, the 
Bank expects the shi f t  to 24/7 operat ion to 
proceed in stages. In fact, a f i rst step towards 
cont inuous operat ion was taken on 20 June 
2016, when dai ly closing of the RTGS system 
was extended from 16.20 to 18.00. This gives 
banks the opportunity to extend their real-
t ime sett lement service to their customers by 
a further hour and 40 minutes a day. 

Benefits of the new system

The new RTGS system, once it is up and 
running, promises to add a str ing of addit ional 
benefits. Chief among them is more eff icient 
management of l iquidity. With payments in the 
United Kingdom currently reaching the RTGS 
system via four retai l  payment schemes – Bacs, 
the Faster Payments Service (FPS), Cheque 

‘‘We want to build resilience 
into the design of the new 
system. In particular, we 
want to address cyber-risk. 
This is a different threat to 
component failure, which is 
the primary risk addressed 
by the existing system.’’

- Mike Jones, head of the 

market services division, Bank 

of England
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cost over-runs.  In bui ld ing the new system, 
the Bank wi l l  involve th i rd party contractors 
– but they wi l l  work c losely wi th the i r  own 
in-house teams. A successfu l  t rans i t ion to 
the new plat form wi l l  a lso depend on the co-
operat ion and act ive engagement of  RTGS 
members.   I t  would be surpr is ing i f  th is was 
not forthcoming, s ince i t  is  they who wi l l 
u l t imate ly pay for  the new system.

Whi le the Bank wi l l  fund the design and bui ld, 
i t  wi l l  recover the costs f rom the users over 
t ime. Est imates of  the costs are st i l l  be ing 
developed, but they wi l l  be substant ia l .  So 
i t  is  obviously v i ta l  to ensure the banks are 
fu l ly  engaged f rom the outset ,  and the Bank 
has a l ready establ ished industry outreach 
bodies to ensure an open dia logue. I t  is  a lso 
promis ing fu l l  t ransparency on the costs i t 
incurs as the pro ject  proceeds.

The r isk of  fa i lure in any pro ject  of  th is s ize is 
rea l ,  and cannot be e l iminated. But Lovel l  is 
conf ident the Bank can ident i fy  and mit igate 
the major obstacles to success,  and deal 
wi th them in col laborat ion with the banks 
that  are the u l t imate users and benef ic iar ies 
of  the new RTGS system. “Eschewing a Big 
Bang approach removes the r isk of  los ing 
our RTGS capabi l i ty  a l together,”  he says. 
“ In fact ,  the th ing we most need to avoid,  in 
the process of  t ry ing to renew th is system, 
is  tak ing our eye off  the current system. The 
current serv ice has to cont inue unaffected, 
i r respect ive of  any changes we impose, and 
i r respect ive of  the many changes tak ing p lace 
in the payments industry as a whole.”
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20022 can  reduce  the  cos ts  o f  th i s  work 
cons iderab ly. ”  

More and better management information

ISO 20022 compl iance has the further benef i t 
of providing r icher message f ie lds. These can 
be used to automate regulatory report ing 
and improve service to customers, not only 
by al lowing banks to give customers more 
information but by furnishing the banks 
themselves with data they can analyse to 
f ind ways of l i f t ing their own performance. 
“To del iver improved services banks need to 
analyse their payment and l iquidity f lows,” 
explains Jackson. “We want to get to the point 
where users can pul l  bespoke information out 
of the system to meet their needs.” 

The Bank already provides a business 
intel l igence database based on payments 
act iv i ty the previous day, which banks are 
using to complete regulatory reports and 
analyse their act iv i ty. The new RTGS system 
wi l l  make this data avai lable for download 
direct ly into bank systems, report to banks 
how eff ic ient ly their  payments sett led, and tel l 
them how much l iquidity they consumed. I t  wi l l 
a lso introduce message tracking capabi l i t ies, 
so users can see the exact point a payment 
has reached between ini t iat ion and sett lement.

No integration of cash and securities 
settlement

The new RTGS system will not change the way 
cash payments are integrated with the Euroclear 
CREST securities settlement system. This puts 
the Bank on a different strategic path from the 
European Central Bank (ECB), which already 
operates its own high value payments and 
securities settlement systems, and is planning to 
integrate them with its new instant retail payments 
solution into a single all-encompassing platform. 
John Jackson explains that the consultation 
identified no appetite for integration of this kind 
in the United Kingdom. Securities settlement 

and retail payments are provided in the private 
sector – and the Bank sees no market failure 
which would warrant imposing the costs of such 
a change on the industry. 

Indeed, Jackson argues that separation of 
settlement systems has the potential to enhance 
resilience. “On 20 October 2014, when we 
could not make CHAPS payments, CREST 
payments continued smoothly,” he says. “The 
outage therefore had much less impact on the 
functioning of wholesale markets. So we are 
intentionally not making drastic changes on the 
securities side. It is true that a number of central 
banks have either used the same engine for cash 
and securities settlement, or are now merging 
them, but we have explicitly ruled out an end 
to the United Kingdom model of separating the 
two, while keeping them tightly coupled around 
settlement.” 

Minimising the risk of failure

I t  is  prudent a lso not to at tempt too 
much. The t rans i t ion of  a cr i t ica l  nat ional 
in f rastructure to a new technology p lat form 
over the next three years – the major i ty  of  the 
new funct ional i ty  is  expected to be in p lace 
by the end of  2020 - is  r isky enough without 
at tempt ing to integrate cash and secur i t ies 
sett lement s imul taneously. 

The Bank is  a l ready work ing hard to ensure 
the integrat ion of  CHAPS Co involves min imal 
d isrupt ion to the h igh va lue payments 
system in the Uni ted Kingdom, as wel l  as for 
the Bank as operator of  the RTGS system. 
Three of  the reta i l  schemes affected by the 
t rans i t ion to the new RTGS plat form - Bacs, 
Faster  Payments and Cheque and Credi t 
Clear ing (CCC) -  have embarked on a merger 
of  the i r  own. Inev i tably,  th is wi l l  p lace t ime 
and resource demands on the i r  employees, 
and the employees of  the banks they serv ice.

Any major technology investment is  vu lnerable 
to weaknesses in pro ject  management and 
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