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Encrypted Digital Currencies And Their Impact On The Role
Of Central Banks In Managing Monetary Policy:
Bitcoin As A Model
Mahmoud Mohamed Aldemerdash
Public Law Department, Faculty of Sharia and law Damanhur, Al-Azhar University,

Egypt.
E-mail: m.aldemerdash@azhar.edu.eg

Abstract:

This study aims to discuss the impact of Bitcoin and encrypted digital
currencies on the role of central banks in managing monetary policy, and to
anticipate the future of monetary policy and the role of central banks in light of the
high levels of risks and challenges associated with Bitcoin. And under the
assumption of the gradual and continuous growth of the market value of Bitcoin
and encrypted digital currencies and the volume of dealing with them, and the high
level of risks and challenges associated with them, the study attempted to analyze
the economic foundations of the decentralized monetary system based on
encrypted digital currencies, and to assess the efficiency of Bitcoin in the balance
of the standard of money and good money, and the extent of potential
consequences as a result of the spread of Dealing in Bitcoin and cryptocurrencies.
The study indicated that encrypted digital currencies represent a revolution against
the Keynesian concept and the concept of the monetary school in monetary policy
and money supply management, and impose many risks and challenges on
monetary policy and financial stability and on the role of central banks, and that
the regulatory framework approach for Bitcoin affects the distribution of centers of
influence in global monetary policy. It harms developing countries in particular.
The study concluded that an effective role for central banks in the digital age
requires a redesign of monetary policy in light of the decentralized features of
encrypted digital currencies, The study proposes issuing a central bank digital
currency (CEPDC) based on the flexible money supply algorithm, to diversify the
channels of influence in monetary policy, and to integrate part of the digital
payment methods into the monetary policy system of central banks, to reduce the
competitive pressures that cryptocurrencies may exert on traditional currencies.

Keywords: Monetary Decentralization, Digital Scarcity, Bitcoin Efficiency,
Monetary Policy, Digital Privacy.
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evil/ ( 15 April 2023)

(3)Nathaniel Popper ,“How China Took Center Stage in Bitcoin’s Civil War”, June 29,
2016,p.26.  Available at:  https://www.nytimes.com/2016/07/03/business/dealbook/bitcoin-
china.html.

- Alastair.G Clegg,” Could bitcoin be a financial solution for developing economies : Applying
Austrian economics to currency network models and evaluating Bitcoin as a financial solution for
low-tech environments ‘, University of Birmingham, 2014, p.5.
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Jamie Peck, “We are all Keynesians again... and always?” Dialogues in Humain Geography,
Vol.6, No.2, 2016, 135-136.
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