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THE IMPACT OF DIGITAL CURRENCY ON THE 

EFFECTIVENESS OF MONETARY POLICY IN U.A.E 

Abstract: 

This study investigates the impact of digital currency on the effectiveness of 

monetary policy in the UAE, focusing on the impact of both private digital 

currency and legal digital currency on the effectiveness of monetary policy. To 

achieve this goal, the inductive and deductive approaches were used, in addition 

to the econometric method. The main variables of the study included mobile 

money transactions in US dollars (MBT) (an alternative measure of legal digital 

currency) and the average market capitalization of digital currencies in US dollars 

(CMC) (an alternative measure of private digital currency) as independent 

variables and the total money supply as a percentage of GDP (M3) (an alternative 

measure of monetary policy) as a dependent variable. The ARDL model was 

used, while EViews 13 was used to analyze the data. The results of the ARDL 

model indicate a negative relationship between the CMC and M3 variables on the 

one hand, and a positive relationship between the MBT and M3 variables in the 

UAE. The study concluded that there is an impact of digital currency on monetary 

policy in the UAE. The study recommended that the state work on educating 

society regarding the use of digital currency, in order to protect them from fraud 

and deception, and review the experiences of advanced countries in adopting 

digital currency for the central bank to provide information on the optimal 

technical design of digital currency  
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