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This research aimed to analyze the extent to which encrypted digital currencies
affected the performance of monetary policy and the effectiveness of central
banks in managing monetary policies and utilizing their tools. Given the growing
volume of financial transactions involving encrypted digital currencies and the
associated risks to international financial and economic relations, it was crucial
to examine the influence of digital currencies on central banks. The study
explored the experience of China, the world's largest economy to launch its

own digital currency, the digital yuan.

The study demonstrated that cryptocurrencies significantly diminished the
effectiveness of monetary policy by impairing the efficacy of various monetary
policy instruments. Specifically, digital currencies impacted interest rate
channels, legal reserve requirements, and open market operations. Moreover,
the Chinese digital yuan experience remained weak, as the volume of digital

currency transactions was lower than anticipated.

Keywords : digital currency, monetary policy, central bank, digital yuan.
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