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[bookmark: _Toc162479877]Background of the Research
The financial services industry is undergoing a paradigm shift, moving away from physical establishments and towards a reliance on information technology, big data analytics, and a highly skilled workforce. This transition is exemplified by the rapid rise and evolution of digital currencies, which have substantially redefined the global financial landscape in recent years. Among the regions significantly impacted by this transformation, the United Kingdom (UK) stands out as a crucial hub within the international banking and finance sector. The increasing adoption and prominence of digital currencies, including cryptocurrencies like Bitcoin and Ethereum, underscore their growing significance within the UK banking and finance arena. Nevertheless, concerns surrounding the stability of digital currencies remain a pivotal consideration.
The volatility inherent in digital currencies, exemplified by Bitcoin's fluctuating value, exposes electronic money to liquidity risks, defaulting scenarios, and market uncertainties, including foreign exchange volatility. Financial institutions can employ sound practices to mitigate these risks, with transparency playing a crucial role in enabling banks to monitor price fluctuations effectively, thereby fostering competition (OECD, 2020). In this context, regulatory bodies such as the United Kingdom Payment System Regulator, operating under the auspices of the Financial Conduct Authority (FCA), may institute mandates requiring payment service operators to ensure immediate access to payment methods and establish standardized system protocols. This research endeavours to undertake a critical examination of the impact of digital currencies on the UK banking and finance industry. Additionally, the study aims to discern and analyse the various risks inherent in digital currencies that influence the industry, subsequently proposing or suggesting effective risk management strategies. Through a thorough investigation, this research seeks to contribute to a deeper understanding of the implications of digital currency adoption within the UK banking and finance sector, facilitating informed decision-making and strategic planning among industry stakeholders.


[bookmark: _Toc162479878]Aims
This research aims to evaluate the impact of digital currencies on the United Kingdom (UK) banking and finance industry with a view to finding risk and risk management strategies.
[bookmark: _Toc162479879]Research Objectives
1. To explore the advantages and disadvantages of digital currencies in the banking and financial sector in the United Kingdom (UK).
2. To evaluate digital currency risks such as market volatility, operational hazards, and financial crimes (liquidity, security, regulatory ambiguity).
3. To explore UK bank’s risk management procedures in response to digital currencies.
4. To create and propose a risk management framework for digital currency hazards in UK banking and finance.
[bookmark: _Toc162479880]Research Questions
1. How do digital currencies influence the core functions and service offerings of traditional banks in the United Kingdom (UK)?
2. What are specific risks posed by digital currencies to financial stability, operational efficiency, and consumer protection within the UK banking and financial system?
3. How effectively are current risk management practices within UK banking and financial institutions addressing the challenges presented by digital currencies?
4. What risk management strategies can be implemented to promote a secure and adaptable UK banking and finance environment in the face of digital currency adoption?
[bookmark: _Toc162479881]Methodology
This study employs a mixed-methods research approach, amalgamating both quantitative and qualitative methodologies, to comprehensively evaluate the impact of digital currencies on the United Kingdom (UK) banking and finance industry. Quantitative analysis entails the statistical scrutiny of pertinent financial data and market trends, while qualitative analysis involves conducting in-depth interviews and questionnaires with industry stakeholders. Through triangulation of data from diverse sources, the research endeavors to bolster the robustness and validity of its findings. Qualitative data will primarily be derived from secondary sources, encompassing a wide array of materials such as financial reports, market data, regulatory publications, and academic literature. These sources furnish empirical evidence and statistical analyses relevant to the adoption of digital currencies within the UK banking and finance sector, elucidating associated trends and patterns. Conversely, quantitative data will be collected through semi-structured interviews employing a questionnaire format. Participants will be purposively sampled to ensure representation from key stakeholders within the industry such as friends and college peers. The questionnaire interviews will be meticulously designed to solicit detailed insights into stakeholders' perceptions, experiences, and attitudes concerning the impact of digital currencies on the UK banking and finance landscape, including their perspectives on risk identification and management strategies.
By combining quantitative and qualitative data collection techniques, this study aims to offer a holistic comprehension of the diverse ramifications of digital currencies in the UK banking and finance sector. This merged methodology not only enables a comprehensive investigation of the research subject but also enhances the breadth and depth of the analysis, thereby bolstering the credibility and dependability of the study's outcomes.
Questionnaire for Qualitative Data
The study will employ a questionnaire-based methodology, relying on input from friends and fellow students for gathering data. Due to the absence of authorization to interact with banking professionals and regulatory bodies, the scope of questionnaire respondents will be confined to individuals within this specified group. Questionnaire should be like as follow:
1. How would you define digital currency?
2. Have you ever used or invested in digital currencies? If so, what was your experience?
3. What factors do you think influence the adoption of digital currencies in the UK?
4. What is the perception of digital currencies, such as Bitcoin or Ethereum, in the UK?
5. In your opinion, what are the potential benefits of digital currencies for individuals and businesses in the UK?
6. How do you think the rise of digital currencies has affected traditional banking institutions in the UK?
7. What is your stance on the role of digital currencies in the UK financial system?
8. What concerns or risks do you associate with the use of digital currencies within the UK financial landscape?
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