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Central Banks Digital Currency and its Potential Influences
on Monetary Policy
by Ashry Momamed Aly

Abstract

Since financial technology has changed the concept of financial
intermediation, the current monetary system is not in need of a financial broker
to direct financial transactions between the elements of economic process. This
new process is best known as Blockchain technology, or rather distributed
ledger technology; Among its most important applications are virtual currencies,
the most famous of which is Bitcoin. The sharp fluctuations that befall the value
of these currencies give rise to the birth of what is called Stable coins. These
coins rely greatly on the same monetary system of Bitcoin with a view to
removing the severe imbalance in their exchange rate. In this respect,
Facebook is about to bring into prominence its first Cryptocurrencie named
"libra."

Therefore, many central banks are deeply preoccupied with holding
financial studies, research, and discussions on the effectiveness of Virtual
Currency in fulfilling and facilitating the transactions of the bank. This denotes
that such a currency is the fatal substitute for the traditional banking records in
terms of which the bank runs the interaction between different financial
institutions. In order to legalize this currency, the central bank should issue a
legal digital currency, Central Bank Digital Currency, which combines the
characteristics Virtual Currencies along with the financial safety of traditional
monetary system. In so doing, the central bank can easily overcome all the
negative aspects of Virtual Currencies by concentrating on the analysis of
costing as well as the social and economic returns of this currency. This
analysis hinges greatly on unfolding the consequences of such currency on the
payment system, banking, financial stability and monetary policy.

Keywords/ Blockchain technology - Virtual Currencies - Bitcoin-
Stable coins- Cryptocurrencies- Central Bank Digital Currency - The payment

system- financial stability- monetary policy.
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Conference Do We Need Central Bank Digital Currency? Economics,
Technology and Institutions Milan, 7th June 2018. p.7.
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4 Bank for International Settlements (BIS), “Central bank digital
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2018,p.16.

42 Broadbent, B., “Central banks and digital currencies”, Speech by Mr.
Ben Broadbent, Deputy Governor for Monetary Policy of the Bank of
England, London School of Economics, London, 2 March 2016,p.3.
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Rachel L. and T. Smith, “Secular drivers of the global real interest
rate”, Bank of England, Staff Working Paper, No. 571, 2015.

“6 perret, V.," Cash for The Digital Age,” op.cit, p.23.

47 Michael D. Bordo and Andrew T. Levin ,“Central Bank Digital
Cash: Principles & Practical Steps ,”Published by SUERF/BAFFI
CAREFIN Centre Conference Do We Need Central Bank Digital
Currency? Economics, Technology and Institutions

Milan, 7th June 2018, E'136 .
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