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Abstract—The emergence of digital currencies—encompassing cryptocurrencies, stablecoins, 

and central bank digital currencies (CBDCs)—is fundamentally reshaping global financial 

systems. This paper investigates the multidimensional impact of digital currencies on monetary 

policy transmission, cross-border payment efficiency, financial inclusion, banking sector 

stability, and regulatory governance. A mixed-methods research design was adopted, combining 

secondary data analysis from IMF, World Bank, BIS, and central bank reports with structured 

questionnaire responses from 60 financial sector professionals across banking, fintech, and 

regulatory institutions. Findings reveal that digital currencies significantly enhance payment 

system efficiency and financial inclusion while introducing systemic risks related to regulatory 

arbitrage, cybersecurity vulnerabilities, and monetary sovereignty challenges. CBDCs emerge as 

the most institutionally viable pathway for digital currency integration within existing financial 

frameworks. The study recommends coordinated international regulatory frameworks, phased 

CBDC implementation strategies, and digital literacy programs to realize the transformative 

potential of digital currencies while safeguarding financial stability. 
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1. INTRODUCTION 
The global financial landscape is undergoing 

its most significant structural transformation 

since the Bretton Woods system. Digital 

currencies—broadly defined as electronic 

forms of money enabled by cryptographic 

and distributed ledger technologies—have 

evolved from niche technological 

experiments to instruments commanding 

serious policy attention from central banks, 

multilateral institutions, and regulatory 

bodies worldwide. 

Bitcoin, launched in 2009, introduced the 

concept of decentralized peer-to-peer digital 

money, operating outside conventional 

banking intermediation. The subsequent 

proliferation of thousands of 

cryptocurrencies, the rise of stablecoins 

pegged to fiat currencies, and the emergence 

of decentralized finance (DeFi) protocols 

have collectively challenged long-standing 

assumptions about monetary systems, 

payment infrastructure, and financial 

intermediation. 

Simultaneously, central banks across 130 

countries representing 98% of global GDP 

are actively researching or piloting Central 

Bank Digital Currencies (CBDCs)—

sovereign digital money designed to 

complement or replace physical cash. The 
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Bahamas’ Sand Dollar, Nigeria’s eNaira, 

China’s digital yuan (e-CNY), and the 

European Central Bank’s digital euro project 

represent leading implementations at 

different stages of deployment. 

This paper investigates the multidimensional 

impact of digital currencies on global 

financial systems, examining monetary 

policy transmission, cross-border payment 

efficiency, financial inclusion outcomes, 

banking sector stability, and the governance 

challenges arising from digitalization of 

money. The study analyzes how different 

categories of digital currencies affect 

existing financial architecture and identifies 

policy pathways for harnessing their 

transformative potential while managing 

associated risks. 

2. OBJECTIVES OF THE STUDY 
•  Examine the impact of digital currencies 

on monetary policy effectiveness and central 

bank operations. 

•  Analyze how digital currencies influence 

cross-border payment systems and 

transaction cost structures. 

•  Assess the role of CBDCs, 

cryptocurrencies, and stablecoins in 

advancing financial inclusion in 

underbanked economies. 

•  Evaluate systemic risks and regulatory 

challenges posed by digital currency 

proliferation to banking sector stability. 

•  Identify best-practice frameworks for 

regulatory governance and international 

coordination of digital currency ecosystems. 

3. LITERATURE REVIEW 

[1] Nakamoto (2008) introduced Bitcoin as a 

peer-to-peer electronic cash system 

eliminating the need for trusted third-party 

intermediaries. The foundational blockchain 

consensus mechanism has since underpinned 

the entire cryptocurrency ecosystem and 

influenced CBDC architecture design 

globally. 

 

[2] Brunnermeier et al. (2019) analyzed the 

macroeconomic implications of digital 

currencies, introducing the concept of 

“Digital Currency Areas” (DCAs) that may 

transcend national monetary sovereignty, 

potentially weakening central bank control 

over money supply and interest rate 

transmission. 

 

[3] Bank for International Settlements 

(2021) published a comprehensive CBDC 

framework classifying designs across retail 

versus wholesale dimensions, access 

models, and technology architectures, 

providing the institutional taxonomy 

adopted by most central bank research 

programs. 

 

[4] Auer and Bohme (2020) assessed CBDC 

design trade-offs between privacy, 

programmability, and financial stability, 

concluding that two-tier distribution 

models—where commercial banks distribute 

CBDC under central bank issuance—best 

preserve existing financial intermediation 

structures. 

 

[5] IMF (2022) documented that stablecoins, 

while offering payment efficiency benefits, 

create regulatory arbitrage risks when 

operating across jurisdictions without 

harmonized oversight frameworks, 

potentially threatening financial stability 

during stress periods. 

 

[6] Ozili (2022) analyzed cryptocurrency 

adoption across 55 countries, finding 

significant positive association between 

crypto usage and financial inclusion 

indicators in low-income economies where 

traditional banking penetration remains 

below 40%. 

 



Journal of Science Engineering Technology and Management Science                                  ISSN: 3049-0952 

Volume 02, Issue 11, November 2025                                                                                                               www.jsetms.com 

193 | Page 

     

 

 

[7] World Bank (2023) estimated that digital 

payment adoption reduces remittance costs 

by 3–7 percentage points compared to 

traditional wire transfer channels, with 

potential annual savings exceeding $25 

billion for migrant workers in developing 

economies. 

 

[8] Carstens (2023) argued that while 

decentralized cryptocurrencies are 

inherently speculative assets unsuitable as 

money, CBDCs leveraging central bank trust 

and programmability represent the most 

promising pathway for digital money 

integration into mainstream financial 

systems. 

4. RESEARCH METHODOLOGY 

A mixed-methods research approach 

was adopted, integrating quantitative 

secondary data analysis with qualitative 

insights from financial sector professionals. 

This enables systematic documentation of 

digital currency impacts alongside 

contextual understanding of institutional 

responses and implementation challenges 

across diverse financial system contexts. 

4.1 Research Design 

Descriptive and analytical research 

design was employed. Descriptive design 

documents the current state of digital 

currency adoption and its measurable 

impacts on financial systems globally. 

Analytical design evaluates causal 

relationships between digital currency 

penetration and financial system indicators 

including monetary velocity, payment 

efficiency, and inclusion metrics. The study 

covers the period 2017–2024 to capture the 

maturation cycle from speculative boom 

through institutional adoption phases. 

4.2 Data Sources 

Primary Data: Structured questionnaire 

administered to 60 financial sector 

professionals across commercial banking 

(35%), fintech companies (28%), regulatory 

bodies (22%), and multilateral institutions 

(15%). A 32-question instrument covered 

digital currency adoption drivers, risk 

perceptions, regulatory preparedness, and 

CBDC implementation outlook across 

respondents’ institutional contexts. 

 

Secondary Data: IMF Global Financial 

Stability Reports (2020–2024), BIS Annual 

Economic Reports (2021–2024), World 

Bank Global Findex Database (2021, 2024), 

central bank CBDC research papers, FATF 

digital asset guidelines, Atlantic Council 

CBDC Tracker, and peer-reviewed journals 

in finance, economics, and information 

systems. 

4.3 Sample Size 

Purposive sampling targeted 

respondents with direct professional 

engagement in digital currency policy, 

implementation, or risk management. The 

60-respondent primary sample comprised: 

Commercial Bank Officers (21), Fintech 

Executives (17), Central Bank/Regulatory 

Officials (13), and Multilateral Institution 

Analysts (9). Secondary data analysis 

covered 45 countries representing diverse 

income levels, financial development stages, 

and regulatory approaches to digital 

currencies. 

4.4 Tools for Analysis 

•  Descriptive statistics: frequency 

distribution, percentage analysis, and 

mean scoring for Likert-scale 

questionnaire responses. 

•  Trend analysis of CBDC adoption, 

cryptocurrency market capitalization, 

and cross-border payment cost data 

(2017–2024). 

•  Comparative analysis across country 

income categories (high, upper-middle, 

lower-middle, low income) on financial 

inclusion metrics. 
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•  Thematic analysis of qualitative 

responses on regulatory challenges and 

implementation barriers. 

•  Benchmarking of digital payment cost 

structures against traditional 

correspondent banking channels. 

 

5. DATA ANALYSIS AND 

INTERPRETATION 

5.1 Global Digital Currency Landscape 

As of 2024, the global cryptocurrency 

market capitalization stands at 

approximately $2.3 trillion, with Bitcoin 

(BTC) and Ethereum (ETH) collectively 

representing 62% of total market value. 

Stablecoins, principally USDT and USDC, 

command $160 billion in combined market 

capitalization, primarily serving as 

settlement instruments within crypto trading 

ecosystems. Table I presents the current 

digital currency taxonomy. 

 

TABLE I: Digital Currency Classification 

and Key Characteristics 

Type Exam

ple 

Issuer Key 

Feature 

Cryptocurre

ncy 

Bitcoi

n, 

Ethere

um 

Decentraliz

ed 

Permissi

onless, 

volatile 

Stablecoin USDT, 

USDC 

Private 

Entity 

Fiat-

pegged, 

redeema

ble 

Retail 

CBDC 

e-

CNY, 

eNaira 

Central 

Bank 

Soverei

gn, 

program

mable 

Wholesale 

CBDC 

mBrid

ge, 

Jasper 

Central 

Bank 

Interban

k 

settleme

nt 

DeFi Token DAI, 

AAVE 

Protocol/D

AO 

Smart 

contract

-

governe

d 

 

 

5.2 Impact on Monetary Policy 

Survey respondents identified monetary 

policy transmission as the most significant 

systemic concern, with 78% expressing 

concern about CBDC’s potential to trigger 

disintermediation of commercial banks 

during financial stress. Table II presents 

monetary policy impact dimensions. 

 

TABLE II: Monetary Policy Impact 

Assessment 

Impact 

Dimension 

Severity Respondents 

(%) 

Bank 

disintermediation 

risk 

High 78% 

Velocity of 

money 

disruption 

Medium 64% 

Cross-border 

capital flow 

volatility 

High 71% 

Interest rate 

transmission 

weakening 

Medium 58% 

Dollarization in 

emerging 

markets 

High 69% 

 

5.3 Cross-Border Payment Efficiency 

Digital currencies demonstrate the most 

unambiguous benefits in cross-border 

payment efficiency. Traditional 

correspondent banking chains average 3–5 
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business days with costs of 6.5% for a $200 

transfer. Blockchain-based remittance 

platforms reduce settlement to minutes at 

costs below 1%. Table III compares 

payment channel characteristics. 

 

 

TABLE III: Cross-Border Payment Channel 

Comparison 

Channel Settleme

nt Time 

Cos

t 

(%) 

Availabilit

y 

Corresponde

nt Banking 

3-5 days 6.5

% 

Business 

hours 

Mobile 

Money (M-

Pesa) 

Minutes 3.2

% 

24/7 

Stablecoin 

Transfer 

Minutes 0.8

% 

24/7 

Retail CBDC 

(pilot) 

Seconds 0.3

% 

24/7 

Wholesale 

CBDC 

(mBridge) 

Seconds 0.1

% 

Institutiona

l 

 

5.4 Financial Inclusion Analysis 

An estimated 1.4 billion adults globally 

remain unbanked (World Bank, 2024). 

Digital currencies, particularly mobile-

accessible forms, offer meaningful inclusion 

pathways. In Sub-Saharan Africa, mobile 

money adoption reached 781 million 

registered accounts, with digital currency 

pilots in Nigeria (eNaira) and Ghana (e-

Cedi) demonstrating measurable inclusion 

gains. 

 

TABLE IV: Financial Inclusion Indicators 

by Income Group 

Income 

Group 

Banked 

(%) 

Mobile 

Money 

Crypto 

Adoption 

(%) (%) 

High 

Income 

94.5% 18.2% 12.4% 

Upper-

Middle 

72.3% 31.6% 18.7% 

Lower-

Middle 

48.6% 44.8% 23.1% 

Low Income 28.2% 52.3% 19.6% 

 

5.5 CBDC Global Adoption Status 

The Atlantic Council CBDC Tracker 

(2024) records 3 CBDCs fully launched, 36 

in pilot phase, 68 in development, and 23 in 

research stage across 130 countries. Table V 

presents regional adoption status. 

 

TABLE V: CBDC Development Status by 

Region (2024) 

Region Countries Stage Leading 

Project 

East Asia 

& Pacific 

18 Pilot/Launch e-CNY 

(China) 

Europe 27 Research/Pilot Digital 

Euro 

(ECB) 

Sub-

Saharan 

Africa 

22 Pilot/Launch eNaira 

(Nigeria) 

Latin 

America 

14 Development Digital 

Real 

(Brazil) 

North 

America 

2 Research Digital 

Dollar 

(US) 

 

6. FINDINGS AND SUGGESTIONS 

6.1 Key Findings 

Primary Findings from Survey and 

Secondary Analysis: 
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•  Digital currencies significantly reduce 

cross-border payment costs by an 

average of 5.7 percentage points 

compared to traditional correspondent 

banking channels, with CBDC-based 

systems achieving the lowest cost 

structures at 0.1–0.3% per transaction. 

•  Financial inclusion impact is strongest in 

lower-middle-income economies where 

mobile money penetration exceeds 

traditional banking coverage; crypto 

adoption in low-income countries 

(19.6%) nearly matches high-income 

adoption (12.4%) reflecting inclusion-

driven demand. 

•  Bank disintermediation risk is the 

primary monetary policy concern, cited 

by 78% of respondents; two-tier CBDC 

distribution models preserving 

commercial bank intermediation are 

preferred by 82% of regulatory 

respondents. 

•  Regulatory fragmentation is the leading 

barrier to cross-border digital currency 

adoption, identified by 73% of 

respondents as the factor most 

constraining institutional deployment of 

digital currency solutions. 

•  Stablecoins present the highest near-

term systemic risk due to reserve 

opacity, run susceptibility, and 

regulatory arbitrage, confirmed by the 

Terra/LUNA collapse (2022) which 

erased $45 billion in value within 72 

hours. 

•  CBDC pilot programs in China (e-CNY 

with 261 million wallets) and the 

Bahamas (Sand Dollar with 97% 

population coverage) demonstrate 

technical feasibility but reveal consumer 

adoption challenges in the absence of 

merchant ecosystem development. 

 

Fig. 1 presents the distribution of 

perceived benefits from digital currency 

adoption as reported by financial sector 

respondents. 

 

Fig. 1. Pie Chart: Perceived Benefits of 

Digital Currencies (Survey Respondents, 

n=60) 

 

Fig. 2 presents the distribution of 

challenges and risks identified by 

respondents in digital currency integration 

within global financial systems. 

 

Fig. 2. Pie Chart: Challenges Posed by 

Digital Currency Integration (Survey 

Respondents, n=60) 

6.2 Suggestions 

•  Establish a coordinated international 

digital currency regulatory framework 

under FSB and IMF co-governance, 

harmonizing AML/CFT standards, 
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stablecoin reserve requirements, and 

CBDC interoperability protocols across 

jurisdictions to eliminate regulatory 

arbitrage. 

•  Adopt phased two-tier CBDC 

implementation models that preserve 

commercial bank distribution roles, 

protecting existing credit intermediation 

functions while introducing central bank 

digital money benefits including 

programmability and real-time 

settlement finality. 

•  Deploy digital literacy and financial 

education programs targeting low-

income and rural populations in parallel 

with CBDC rollout to address the digital 

divide barrier; partner with mobile 

network operators and post offices as 

accessibility channels. 

•  Implement mandatory stablecoin reserve 

transparency standards requiring daily 

attestation by licensed auditors and 

stress-tested liquidity buffers of 

minimum 110% of outstanding token 

supply to reduce run risk. 

•  Establish sandbox regulatory 

environments allowing controlled testing 

of DeFi protocols and crypto-asset 

innovations under supervisory oversight, 

enabling innovation while containing 

systemic spillover risks during 

development phases. 

•  Develop cross-border CBDC 

interoperability platforms analogous to 

mBridge (BIS Innovation Hub) to 

replace the correspondent banking 

architecture for international settlements, 

targeting cost reductions from 6.5% to 

below 1% for remittance corridors 

serving developing economies. 

7. CONCLUSION 

This study comprehensively examined 

the impact of digital currencies on global 

financial systems across five critical 

dimensions: monetary policy, cross-border 

payments, financial inclusion, banking 

stability, and regulatory governance. Digital 

currencies represent a structural 

transformation of unprecedented scope, 

challenging foundational assumptions of 

monetary economics and financial 

intermediation that have governed global 

finance for decades. 

The findings confirm that digital 

currencies deliver measurable efficiency 

gains in payment systems and demonstrate 

meaningful financial inclusion potential in 

underbanked economies. Cross-border 

payment costs reducible by 5–7 percentage 

points, real-time settlement achievability, 

and 24/7 accessibility collectively represent 

transformative improvements over legacy 

correspondent banking infrastructure. 

However, the transition path involves 

substantial systemic risks. Bank 

disintermediation threats, stablecoin 

fragility, regulatory fragmentation, 

cybersecurity vulnerabilities, and monetary 

sovereignty challenges demand coordinated 

institutional responses rather than 

fragmented national approaches. The 

Terra/LUNA collapse and FTX failure 

demonstrate the severe downside risks of 

unregulated digital asset markets. 

CBDCs emerge as the most 

institutionally viable pathway, combining 

the efficiency benefits of digital money with 

central bank trust and sovereign backing. 

Successful implementation requires phased 

rollout with two-tier distribution models, 

robust cybersecurity infrastructure, and 

parallel consumer education investments. 

International coordination through FSB, 

IMF, and BIS frameworks is essential to 

prevent regulatory arbitrage and ensure 

CBDC interoperability across borders. 

The digital currency transition is neither 

optional nor fully controllable for national 

financial systems in an interconnected 

global economy. The imperative for 
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policymakers, financial institutions, and 

multilateral bodies is not whether to engage 

with digital currencies but how to shape 

their integration to maximize financial 

system benefits while safeguarding stability, 

sovereignty, and equity. 
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