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Abstract

Research on the impact of digital RMB on the transmission effect of

monetary policy based on DSGE model
Abstract

With the rapid development of financial technology based on emerging frontier
technologies such as blockchain, big data, artificial intelligence, Internet+, various
encrypted digital currencies have emerged like mushrooms after the rain. However, their
inherent risks and uncertainties are also criticized, and some may even have an impact on
national authority and economic and social stability. Against this background, the digital
RMB has emerged. Monetary policy is an important systemic means for a country to
regulate macroeconomic and microeconomic development. The issuance of digital RMB
adds more complexity to the traditional financial structure, leading to greater
uncertainties in the role of monetary policy in relation to other macroeconomic
variables.Therefore, the research theme of this study - the impact of digital currency on
the transmission effect of monetary policy - has important theoretical and practical
significance.

The article first briefly introduces the definition, operating mechanism, and
development status of digital yuan, and then introduces the policy transmission and its
mechanism, and analyzes the theoretical mechanism of digital yuan on monetary policy
transmission. Based on these, it conducts a multi-perspective analysis of the impact of
digital yuan on the transmission effect of monetary policy, and concludes that digital
yuan can increase the monetary multiplier, improve the efficiency of monetary policy
implementation, shorten the time lag of monetary policy, and enhance the effectiveness of
central bank monetary policy.

Based on the above research, the article constructs a DSGE (dynamic stochastic
general equilibrium) model to analyze the transmission effects of interest rates and credit
through two monetary transmission channels, and constructs DSGE models based on
different issuance designs and application scenarios of digital RMB. By collecting
relevant macroeconomic data, processing the data with EVIEWSI13, and using the
Dynare toolbox in Matlab for impulse response analysis, the impact of digital RMB on
the transmission effect of monetary policy is studied. The impulse response results show

that:
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Abstract

In terms of the interest rate channel, when facing a positive production technology
shock: the issuance of the digital yuan improves the transmission efficiency of monetary
policy, amplifies the transmission effect of monetary policy, and also increases the
volatility of the policy interest rate level, which interferes with the interest rate
transmission channel of monetary policy. However, the interest accrual of the digital yuan
can stabilize the volatility of the policy interest rate, smoothen the interest rate
transmission channel of monetary policy, further improve the transmission efficiency of
monetary policy, and enhance the transmission effect of monetary policy. When facing a
positive monetary policy interest rate shock, that is, when the central bank implements a
tightening monetary policy, issuing the digital yuan can improve the efficiency of
monetary policy transmission, enhance the durability of monetary policy, amplify the
transmission effect of monetary policy, and also increase the volatility of consumption
level, which interferes with the transmission channel of monetary policy to a certain
extent, making the transmission of monetary policy more complex. After calculating and
paying interest on the digital yuan, while suppressing the interference of the digital yuan
on the interest rate transmission channel of monetary policy, the efficiency of monetary
policy transmission is further improved, and the ultimate effect of monetary policy
transmission is amplified.

In terms of credit channels, when facing a positive production technology shock,
when the digital yuan only replaces traditional currencies, the issuance of the digital yuan
can improve the transmission efficiency of monetary policy by unblocking the credit
transmission channels of monetary policy. When the digital yuan is in the stage of
replacing deposits, the transmission efficiency of monetary policy has not significantly
increased, and at the same time, the fluctuation amplitude of some variables in the credit
transmission process of monetary policy has increased. When facing a positive monetary
policy interest rate shock, that is, when the central bank adopts a tightening monetary
policy, in the stage of replacing traditional currencies, the issuance of the digital yuan will
hinder and interfere with the credit transmission channels of monetary policy, which is
not conducive to the implementation of tightening monetary policy by the central bank.
In the stage of replacing deposits with digital yuan, the degree of interference on the

credit channel of monetary policy will further increase.



Abstract

Based on the above research, the article proposes corresponding policy
recommendations for the design of digital RMB issuance, the improvement of technical
specifications, and the establishment of sound laws and regulations based on the
conclusions obtained from empirical research
Keywords:Digital Renminbi;Monetary Policy Transmission;DSGE Model;Impulse

Response Analysis
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