Open Access,
Peer Reviewed Journals —

== ~

— |
American Journal of Business Management, Economics and Banking
ISSN (E): 2832-8078 Volume 22, | March - 2024

HOW DIGITAL CURRENCIES ARE IMPACTING TRADITIONAL
BANKING SYSTEMS AND THE GLOBAL ECONOMY

Ro’ziboyeva Muslima
Student of the Faculty of Economics
Samarkand Institute of Economics and Service

Asrorov Azizbek Isomiddin o‘g‘li
Research Advisor, Independent Applicant for the
Kimyo International University in Tashkent

ABSTRACT KEYWORDS
This study rigorously examines the economic dynamics instigated | Digital currencies,
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and scrutinizes the nuanced evolution of central bank engagement. | technology.

Introduction

We conduct an in-depth exploration of security imperatives and regulatory frameworks, appraising
the consequential effects of digital currencies on market volatility, cross-border transactions, and
consumer adoption. Furthermore, we evaluate the profound influence of blockchain technology
beyond financial purviews, offering insightful prognostications for the future economic landscape
shaped by the continuous maturation of digital currencies. This abstract provides a scholarly glimpse
into the multifaceted economic impact, challenges, and prospects emanating from the intersection of
digital currencies with traditional banking systems and the global economy.

Main Part:

The landscape of global finance is undergoing a seismic shift with the proliferation of digital
currencies, reshaping the traditional contours of banking systems and reverberating throughout the
global economy. This study embarks on a nuanced exploration of the economic dynamics unleashed
by digital currencies, delving into their far-reaching implications and transformative potential. As
these currencies redefine the nature of financial transactions, challenge established banking norms,
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and captivate the attention of both regulators and market participants, it becomes imperative to dissect
their multifaceted impact.

In this era of rapid technological evolution, digital currencies represent more than a novel means of
exchange; they embody a paradigm shift in how we conceptualize and engage with the financial
ecosystem. The intersection of digital currencies with traditional banking systems is not merely a
collision of technologies but a recalibration of economic relationships and power structures. This
introduction sets the stage for an in-depth analysis of the economic intricacies at play, from the
disruptive technologies underpinning digital currencies to their profound consequences on global
financial landscapes. As we navigate this uncharted territory, it becomes increasingly clear that
understanding the economic dynamics of digital currencies is not just an academic pursuit but a
requisite exploration for stakeholders navigating the future contours of finance.

In 1694, the Bank of England became the first bank to regularly issue banknotes as a means of
payment. Before currency, the first known forms of money were agricultural commodities such as
grain or cattle. Today, the world’s central banks maintain a legal monopoly on the creation and
destruction of money. However, with the rise of the internet and cryptocurrencies such as bitcoin,
central banks are now under pressure to develop their own digital currencies.

Central bank digital currencies (CBDCs) are increasingly seen as a potential replacement for physical
cash. A 2021 survey conducted by the Bank for International Settlements found that 86 percent of
central banks were actively researching the potential of CBDCs, while 60 percent were experimenting
with the technology and 14 percent were deploying pilot projects. While China’s digital yuan has
received the lion’s share of media attention, more than 100 countries are exploring CBDCs.
Together with the rapid development of artificial intelligence (Al), CBDCs present both opportunities
and challenges. Like paper banknotes, CBDCs represent a medium of exchange and a store of value.
Like cryptocurrencies, CBDCs are intended to provide a secure, efficient, and convenient form of
digital currency. However, unlike cryptocurrencies, CBDCs are backed by the government.

In conclusion, a proactive approach to the integration of digital currencies can position traditional
banks as key players in the future of finance. Embracing technological advancements while upholding
regulatory prudence will not only foster resilience but also contribute to the overall growth and
stability of the global economy.

In navigating this transition, banks should prioritize customer education on digital currencies,
ensuring a seamless and user-friendly experience. Simultaneously, regulatory frameworks must
evolve to accommodate the nuances of this evolving financial landscape, striking a balance between
innovation and risk mitigation.
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