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Abstract:

This study attempts to demonstrate the extent to which central bank
digital currencies (CBDCs) contribute to enhancing the efficiency of
monetary policy, considering the existing opportunities and
challenges. It begins by presenting a conceptual framework for
CBDC:s and their significance, then reviews global experiences in this
area, and finally highlights the effectiveness of monetary policy when
central banks adopt digital currencies by improving money supply
management and transparency.

This study concludes that CBDCs are a legal and sovereign form of
money that combines the security of paper currency with the efficiency
of digital systems. Their adoption provides central banks with more
direct and precise tools for controlling the money supply. Furthermore,
they facilitate the transmission of monetary policy effects" Interest rate
channel" by enabling the direct application of interest rates, even
negative ones, and reduce reliance on traditional financial
intermediation during crises. This has been the primary motivation for
many countries to experiment with them. However, they also carry
potential risks, most notably the possibility of a bank flight from
traditional commercial bank deposits to safer CBDCs. This could
weaken commercial banks' lending capacity and affect financial
stability if not carefully designed.

Keywords: Digital Currencies; Monetary Policy; Central
Banks.
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