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Introduction
This research proposal aims to present exhaustive research of cryptocurrencies as a part of global financial system which nowadays are widely applicable in different industries and are also implicated in modern digital banking and to evaluate if it is a threat or decentralised alternative decision of sovereign currencies such as U.S dollar, yen and euros and Central Banks. One of the main purposes of the case study will be using academic approach to be explored in academical way what are the implications of central bank backed cryptocurrencies on monetary policy, financial stability and balance sheets. The aim of the case study is to show that if there are strong regulations of Central Banks and strict rules of using of digital currencies it could be successfully implemented in the world financial and bank systems and to replace the conventional currencies as next level of development and advanced way of payment process. One of the most important characteristics of digital currencies is decentralization so it will be also presented what are the advantages and disadvantages of it as an alternative decision of conventional money and what are the benefits for the society. For the purposes of the case study will be also provided facts about the development of U.S. dollar as world’s reserve currency and what are the prospects for it to be kept as reserve currency and what are the prospects to be replaced by digital currencies as a modern way of digital banking and as a part of the evolution of money and financial systems. In this project will be also explored the development of cryptocurrencies from the beginning to date as it will be provided statistical information about the evolution of prices of the main cryptocurrencies and will be explained how  some of the geopolitical forces like Russia and China will attack U.S. dollar dominance over the global economy using government-issued cryptocurrency system which is expecting to replace the Dollar as global reserve currency causing devasting consequences for United States economy and which could change the course of global financial history. 
[bookmark: _Hlk21162783]One of the main purposes of this case study will be to be identified the implications of such a central bank issued digital currency on monetary policy, financial stability and non-bank private sector, commercial bank balance sheet and central bank. It will be investigated four scenarios and analysis about different distinct form of how a digital currency issued by Central Bank could be introduced and implicated into global bank system and what would be the effect and consequences of this implication on both monetary policy and financial stability. The degree of the positive effect is strongly dependent from the behaviour of commercial banks, central banks and the society not only dependent on the implementation scenario. In terms of balance sheets, this case study aims to identify major changes and to analyse the results and implications that have been derived are based on expert interview, literature review and previous research conducted by notable scholars and other central banks. Investigating and analysing these implications this case study aims to show central bank backed digital currency from a different perspective as a potential catalyst for a substantial change of the current global fiat system.
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Research questions:
The main research question of the case study is:
What are the implications and scenarios of central bank backed cryptocurrencies on monetary policy, financial stability and balance sheets?
For the purposes of this research it is necessary to be added a few sub-questions which will help to be answered on the main question. The sub-questions for the research were provided below: 
Are the digital currencies threat or alternative decision of central banking?
What are the prospects the U.S. dollar as global reserve currency to be replaced by digital currencies as a modern way of development of digital banking and as a part of the evolution of money and financial systems?
What regulations should introduce Central Banks to be fully regulated the usage of digital currencies worldwide?
What are the main characteristics, advantages and disadvantages of usage of cryptocurrencies and what are the prospects to replace the conventional money?
How some of the geopolitical forces will attack U.S. dollar dominance over the global economy using government-issued cryptocurrency system which is expecting to replace the Dollar as global reserve currency?
How a digital currency issued by Central Bank could be introduced and implicated into global bank system and what would be the effect and consequences of this implication on both monetary policy and financial stability?
[bookmark: _GoBack]
Literature review
For the purposes of this research proposal it is necessary to be provided information about the literature relevant to be fully researched and completed the case study offered in this proposal which will be fully compliant to University of Wales Trinity Saint David requirements for case study. It should be underlined that the literature review below will help to be identified the problems and will help to be provided exhaustive analysis and critical review of the main statements in the case study.
Implications of central bank backed digital currencies (crypto currencies) on monetary policy, financial stability and balance sheets Paperback – 8 Jul 2019, Marco Francesevic
Beyond Blockchain: The Death of the Dollar and the Rise of Digital Currency Paperback – 24 Oct 2018, Eric Townsend
Bitcoin and Beyond (Open Access): Cryptocurrencies, Blockchains, and Global Governance (RIPE Series in Global Political Economy) Paperback – 20 Aug 2019
The Bitcoin Standard: The Decentralized Alternative to Central Banking Hardcover – 8 Jun 2018, Saifedean Ammous
Cryptocurrency: How Bitcoin and Digital Money are Challenging the Global Economic Order, 2016, Paul Vigna and Michael J. Casey
Digital Currency: An International Legal and Regulatory Compliance Guide Paperback –2018, Jeffrey H. Matsuura 
Disrupting Finance: FinTech and Strategy in the 21st Century (Palgrave Studies in Digital Business & Enabling Technologies), 2018,  Theo Lynn (Editor), John G. Mooney (Editor), Pierangelo Rosati (Editor), Mark Cummins (Editor)

https://www.americanexpress.com/us/foreign-exchange/articles/digital-currencies-by-central-banks-for-global-payments/
1."Interest on Required Reserves and Excess Balances", U.S. Federal Reserve; https://www.federalreserve.gov/monetarypolicy/reqresbalances.htm
2. "What is the money supply? Is it important?", U.S. Federal Reserve; https://www.federalreserve.gov/faqs/money_12845.htm
3. "Reserve requirements", U.S. Federal Reserve; https://www.federalreserve.gov/monetarypolicy/reservereq.htm
4. "Banks don’t lend out reserves", Forbes; http://www.forbes.com/sites/francescoppola/2014/01/21/banks-dont-lend-out-reserves/%235c430d6c3594
5. "Central banks and digital currencies", Broadbent, Bank of England; http://www.bankofengland.co.uk/publications/Pages/speeches/2016/886.aspx
6. "Understanding Deposit Insurance", FDIC; https://www.fdic.gov/deposit/deposits/
7. Money creation in the modern economy, Bank of England; http://www.bankofengland.co.uk/publications/Documents/quarterlybulletin/2014/qb14q102.pdf
8. "Interest on Excess Reserves as a Monetary Policy Instrument", U.S. Federal Reserve; https://www.newyorkfed.org/newsevents/speeches/2014/pot141007.html
9. "Interest Rate Control During Normalization", Simon Potter, New York Federal Reserve Bank; https://www.newyorkfed.org/newsevents/speeches/2014/pot141007.html
10. "Overnight Reverse Repurchase Agreement Facility", U.S. Federal Reserve; https://www.federalreserve.gov/monetarypolicy/overnight-reverse-repurchase-agreements.htm
11. "How would you be affected if the Bank of England started issuing digital cash?", Positive Money; http://positivemoney.org/2016/02/how-would-you-be-affected-if-the-bank-of-england-starts-issuing-digital-cash/
12. "The macroeconomics of central bank issued digital currencies", Barrdear & Kumhof, Bank of England; http://www.bankofengland.co.uk/research/Documents/workingpapers/2016/swp605.pdf
13. "The Chicago Plan Revisited", Benes & Kumhof, The International Monetary Fund; http://www.imf.org/external/pubs/ft/wp/2012/wp12202.pdf
14. "Central Banks Make Swaps Permanent As Crisis Backstops", Bloomberg; http://www.bloomberg.com/news/articles/2013-10-31/ecb-makes-crisis-cash-lines-at-central-banks-permanent
15. "The Bank of England To Explore Distributed Ledger Technology For Settlement", Coindesk; http://www.coindesk.com/bank-england-distributed-ledger-settlement/
16. "Why central banks will issue digital currency", Adam Ludwin, Chain; https://blog.chain.com/why-central-banks-will-issue-digital-currency-5fd9c1d3d8a2%23.owkpcx65p
17. "European Central Bank Exploring Blockchain Tech Applications", Coindesk; http://www.coindesk.com/european-central-bank-exploring-blockchain-tech-applications/
18. "On digital currencies, central banks should lead", Bloomberg; https://www.bloomberg.com/view/articles/2016-09-01/on-digital-currencies-central-banks-should-lead
19. "QE and bank solvency", Bruegel; http://bruegel.org/2015/01/qe-and-central-bank-solvency/
20. "Replacing letters of credit with escrow transactions using multi-sig accounts", Koji Takahashi; http://cryptocurrencylaw.blogspot.co.uk/2015/10/replacing-letters-of-credit-with-escrow.html


Research methodology
Research methodology is very important part of the research process and it is crucial the researcher to determine the research techniques and methods before moving forward towards data collection and analysis of the collected data. Decisions about the choice of methodology research methods are made with reference to the main purposes and objectives of the research project discussed in this research proposal. For the purposes of this case study will be used these research methods: publication researches, interviews, articles, books, textbooks and other research techniques and could also include both present and historical information. In terms of collection of primary and secondary data will be used also qualitative and quantitative methods.
Research design:
In the proposed case study will be used descriptive type of quantitative research design and correlational type which will help in data collection process and will help in converting the collected data into information which will be used in research process and will help to be fully completed the case study and to be answered on the research questions. 
Data Collection:
Data collection is a significant part of the research process because if the information is not collected or if it’s not collected the proper information it couldn’t be possible to find answers of the research problem, to test the hypothesis and to evaluate the outcomes. For the purposes of following study will be discussed the data collection methods which were chosen. In the terms of the nature of the following research will be used mainly qualitative data collections methods because it is closely associated with the research aims and objectives. It will be also used quantitative methods of data collection to be analysed the prices of the main cryptocurrencies  have to be collected data about the prices of 
Primary Data Collection methods: 
 
Significance of the research
It is worth this theme to be researched and analysed because there are a lot of future perspectives for development of modern digital banking if it is used the digital technology of cryptocurrencies and if there are strict regulations and rules created and implicated by Central Banks the digital currencies could become decentralised alternative to central banking, not a threat and instead to be banned and rejected by the governments, Central banks and society as whole the digital currencies could be perceived as a modern alternative decision of central banking which if it’s successfully implemented in the global financial and bank system could help to it to go on the next level of modern banking which will be very useful and will make banking process easier, will be reduced the time for processing transactions and would contribute to the satisfaction of the bank customers and users of financial services all over the world. U.S. dollar is used to be world’s reserve currency since 1944 but there’s a plenty of evidence that China and Russia  are already work hard to create digital currencies aiming to attack U.S. dollar’s rules over the global economy and to introduce and also implementate new cryptocurrencies which successfully will exchange U.S. dollar as reserve currency and will impose their rules and their currencies for reserved global currencies which could be used for different purposes and in different areas of financial operations and will introduce new model of modern usage of currencies which will change the course of global financial history and will go up the global financial system on the next technological level. Scenarios analysis which will be provided in the case study will identify also the implications of central bank backed crypto currencies and will prove that the implementation of it will have positive effect on both financial stability and monetary policy. 
As a general during a financial crisis people are used to save in havens such as US dollar, gold or other precious metals, government bonds or real assets work as the preferred hedges. However, with digital currencies, they have new options which is worth to be analysed and discussed. Because in case that US dollar becomes highly inflationary, digital currencies would be a popular alternative as they are not tied to any specific country. However, the world of cryptocurrencies is heterogeneous and wide and it is expected some digital currencies to disappear but it is also expected a lot of them which are backed with stabile and quantitative technology and idea to play significant role in the global financial markets in the future. 






