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Abstract

The international financial system is passing through a
digital metamorphosis, and Central Bank Digital Currencies
(CBDCs) can be mentioned among the main pillars of the
monetary innovations. The paper is a critical analysis of the
impact of the extensive development of CBDC on the
established processes of credit creation in commercial banks
and the possible redrawing of the boundaries of financial
stability. Based on a comparison of empirical case studies,
institutional reports and theoretical economic models the
study challenges the possibility of disintermediation of the

resilient systems. Important aspects point to the fact that
CBDCs can provide central banks with greater means of
direct control over monetary policies, but they also threaten
to undermine the traditional position of banks as loan
creators, especially in  establishing deposits-based
economies. By looking at the models of design, regulatory
reaction and behavioral reflections, this paper offers more
detailed observations and policy directions that can be used
to maintain the situation of harmony between financial
system integrity and innovation.

banking sector, as well as the chance of building more
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1. Introduction

1.1 Background of the Study

The classical financial system has always been described by the fact that commercial banks play the leading role in the
intermediation of the credits that use the deposits as a source of credit to encourage economic growth by lending (Odetunde et
al., 2022b, Odetunde et al., 2022a) ¥+ % Nevertheless, this paradigm is also struggling against a serious opponent and it is
Central Bank Digital Currencies (CBDCs) that have become quite popular at the central banks worldwide (Oladuji ef al., 2022,
Olajide et al., 2022) 47- 41, There are various combinations of incentives behind this upsurge, including improving payment
efficiency, blocking the growing trend of privately created digital currencies, promoting monetary sovereignty, and financial
inclusion (Auer et al., 2022) 31,

When launched in an open-access form as a convenient alternative to cash or deposits, CBDCs may radically transform the
framework of financial intermediation. The risk of disintermediation is one of the most imminent: the possibility of individuals
and firms taking their deposits out of commercial banks and placing it to the aid of central banks and consequently reducing
the lending pool of funds that the banks would depend on (Ilori et al., 2022a, Isibor et al., 2022) B% 31 Although CBDCs could
be capable of providing potential benefits in terms of monetary policy transmission and resilience of payment systems, they
might create particular vulnerabilities to the system especially when there are time of financial stress or financial crisis (Agur,
Ari, & Dell'Ariccia, 2022) 181,

1.2 Statement of the Problem

Regardless of the hypothetical beauty of CBDCs, the main problem of their introduction is that it represents a paradigm of the
basic question: can the central banks develop without weakening the financial systems they aim to strengthen? Based on a fine
balance between the taking in of deposits and issuance of credit, traditional commercial banks have been able to provide the
basis of the modern economies (ODETUNDE et al., 2021b, Ogeawuchi ef al., 2021, Oladuji et al., 2021) 4> 4461 CBDCs can
disrupt this balance by offering an alternative type of central bank money that will be directly available to the population
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(Nwangene et al., 2021, ODETUNDE et al., 2021a) 10 411,
The study of the extent to which CBDCs may face a risk of
undermining the mechanisms of credit creation
unintentionally, and eventually posing an illicit threat to
financial stability by negatively changing the nature of
liquidity, driving out deposits, or causing bank runs amidst a
degree of uncertainty in the financial markets, constitutes
the key issue of this research (Isibor ef al., 2021, Nwangele
et al., 2021) B2 31, Overall existing literature is also partial
in these effects usually either when it comes to technological
feasibility or the effect on the monetary policy and not on
the interaction of credit creation and systemic risk (Kumhof
& Noone, 2021) B71,

1.3 Objectives of the Study

The primary objective of this study is to evaluate the impact

of CBDC adoption on commercial bank credit creation and

overall financial stability. Specifically, the study aims to:

=  Analyze how CBDCs could affect the deposit base and
lending capacity of commercial banks.

= Investigate the channels through which CBDCs
influence financial stability, including liquidity risk and
systemic contagion.

= Examine central bank policy responses and design
features that mitigate potential disruptions.

= Compare empirical cases of CBDC pilots across
different jurisdictions to contextualize theoretical risks
and benefits.

= Offer policy recommendations to harmonize innovation
with macroprudential safety.

1.4 Research Questions and Hypotheses

Research Questions:

= How does the introduction of CBDCs impact
commercial bank credit creation mechanisms?

=  What are the systemic risks associated with CBDC-
induced bank disintermediation?

= How do different CBDC design choices affect the
magnitude of disruption to financial intermediation?

=  What policy measures can be implemented to preserve
financial stability in a CBDC environment?

Research Hypotheses:

= H1: CBDC adoption leads to a statistically significant
reduction in commercial bank deposit holdings, thereby
weakening their credit creation capacity.

= H2: CBDCs increase the likelihood of liquidity stress in
the banking system during periods of market volatility.

=  H3: Tiered remuneration and caps on CBDC holdings
can effectively mitigate the risk of large-scale deposit
flight from banks.

1.5 Significance of the Study

This study provides a new contribution to the scholarly and
policymaking  discussion of CBDC design and
implementation that fills an important knowledge gap
related to the simultaneous effects of CBDCs, namely to
credit intermediation and resilience of the financial system.
This way, it makes important contributions to central banks,
regulatory authorities, commercial banks and foreign
financial institutions. Since there is no real-life experience
with long-term CBDC implementation, a comparison and a
theoretical analysis presented by this study provide a
framework on which one could prospectively regulate and
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make informed decisions. In addition, the results would
guide the development of CBDCs that would be innovative
without hindering credit supply and systemic stability.

1.6 Scope of the Study

The study focuses primarily on retail CBDCs, which are

intended for use by the general public, as opposed to

wholesale CBDCs used by financial institutions. It considers

both theoretical perspectives and empirical data from early

adopters such as Sweden, China, and the Bahamas, along

with insights from international organizations including the

IMF, BIS, and ECB. The analysis includes:

= The macroeconomic and institutional implications of
CBDCs on credit markets

= Behavioral responses by depositors and financial
intermediaries

= Design features and mitigation strategies proposed by
central banks

The research does not delve into the technical architecture of

CBDC platforms (e.g., blockchain protocols), nor does it

focus on private digital currencies or stablecoins unless used

as points of comparison.

1.7 Definition of Terms

= CBDC (Central Bank Digital Currency): A digital form
of central bank-issued money, accessible either to
financial institutions (wholesale) or the public (retail),
intended as legal tender.

= Credit Creation: The process by which commercial
banks generate new loans through the re-lending of
depositors’ funds, expanding the money supply.

= Financial Stability: A condition in which the financial
system—comprising banks, markets, and
infrastructure—is capable of withstanding shocks and
facilitating economic growth.

= Disintermediation: The reduction or elimination of
intermediaries between producers and consumers, in
this context, the shift from commercial bank deposits to
CBDCs.

= Tiered Remuneration: A policy design feature where
different levels of CBDC holdings receive different
interest rates to control uptake and prevent deposit
flight.

= Systemic Risk: The risk of collapse of an entire
financial system due to the failure of a single entity or a
group of interconnected institutions.

2. Literature Review

2.1 Preamble

The spread of Central Bank Digital Currencies (CBDCs) is a
turning point in the history of financing the world. Although
a lot of discussion in the CBDC domain has been on the
possible improvement of the payment efficiency, lowering
the transaction cost and facilitation of financial inclusion
(Auer & Bohme, 2021) 121, there is a growing concern that
the adoption of CBDCs will upset the traditional operations
of banks, especially, the commercial banks performing
credit intermediation and alter the financial stability
framework (ILORI, 2022, Ilori et al., 2022b) (2311,
Traditional banking institutions are based on the fractional
reserve system that constitutes kind of money endogenously
produced by the commercial banks as a result of issuing
credit (McLeay et al., 2014) B8, CBDCs could potentially
dramatically alter the demand of bank liabilities by
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replacing a significant proportion of the amount of deposits
currently held at a commercial bank with those held at a
central bank, and CBDCs call into question funding
structures, costs and quantities of lending, and the solvency
of financial institutions. Also, there are other design
characteristics of CBDCs, including interest-bearing
accounts and limits on the size of individual holdings, that
have little in common in their consequences for those two
fundamental questions (Bindseil, 2020; Kiff et al., 2020) 16
35]

This non-technical review summarises both the conceptual
and empirical evidence in order to critically evaluate how
CBDCs could potentially impact the role of banks in credit
creation and financial stability (Ajuwon et al., 2021,
Elumilade et al., 2021, Ezeife et al., 2021) P 21231 1t is very
specific to the following factors: the heterogeneity of CBDC
design, strategic reactions of commercial banks, inconsistent
effects on advanced and emerging economies. Lastly, it
indicates existing gaps in literature that this research is

going to fill (Fagbore et al., 2022a, Fagbore et al., 2022b)
24, 25]

2.2 Theoretical Review

2.2.1 Monetary Circuit Theory and Endogenous Money
The key in credit intermediation is that commercial banks do
not use the existing finance to lend but rather produce new
money by issuing a loan. Within this scheme, the loss of
money caused by the replacement of commercial bank
deposits with CBDC may contract the money supply,
decrease the available amount of loan, and raise lending
prices (Jakab & Kumhof, 2015) B4, This sets up pressure to
contract especially in economies where credit-driven growth
takes place. Whereas the monetary circuit theorists focus
their attention on dynamism of demands, the influence of
CBDCs results in a new supply-side limit created by the
displacement of direct deposits (Babalola er al., 2022,
Elumilade et al., 2022) [14.22],

2.2.2 Financial Intermediation
Transformation Functions

Financial Intermediation Theory (Diamond & Dybvig, 1983;
Bhattacharya & Thakor, 1993) [2% 15 says that banks earned
value in transforming ill liquid long term loans into liquid
short term deposits. CBDCs pose a risk to this model
because they provide a second safe asset without the
transformational liquidity practices amidst stressful periods.
Due to the prospect of counterparty risk, there is a danger
that depositors will switch to CBDCs to offer a superior
liquidity guarantee, which could hinder the banks to play
their intermediary role and, as a result of that, face liquidity
pressures.

2.2.3 Design-Specific Implications for Monetary Policy
and Stability

The theory of modern central banking acknowledges the
possible usage of CBDCs as a means of more direct
monetary transmission. In theory, programmable money and
tiered remuneration may succeed in improving control of
inflation and liquidity (Bordo & Levin, 2017) U7, This
tighter ~ control could however mean financial
disintermediation. To balance, bindseil (2020) ['*) proposes
two tiers CBDC model, which involves the holding limit
and non-remunerated levels, yet trade-offs are rather under-
examined. What is more, the CBDCs theoretical design is
not correlated with more detailed empirical verification,
particularly concerning stress-based user behavior.

Theory and
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2.3 Empirical Review
2.3.1 Deposit Flight, Disintermediation, and Bank
Adaptation
Empirical experiments by IMF (2022) and Engert and Fung
(2017) put the potential CBDC substitution of bank deposits
in the range of several dozen or even several hundred
percent, especially when the CBDCs are interest bearing.
When the adoption is high, banks might be affected by
increased marginal costs of funding, and start to lend less.
This, however, is when there is passive banking behaviour
(Akinsulire and Ohakawa, 2022, Akpe et al., 2022) 1% 1],
The trend that is emerging advises that banks are not likely
to be left behind. The authors discover that banks located in
exposed jurisdiction to CBDC are already adapting to
competition by and with the means of providing higher
deposits rates, packaging digital services and the usage of
tokenized deposits (Adelusi et al., 2022) . Such flexibility
has a potential to mitigate some disintermediating
consequences indicating that there might be a threat of the
disintermediating effects on credit creation being
overestimated by static models (Adewusi et al., 2022a,
Adewusi et al., 2022b) 561,
2.3.2 Financial Stability and CBDCs in Crisis Contexts
The results of stress scenario analysis are different.
Fernandez-Villaverde et al. (2022) % argue that the
creation of CBDCs could worsen digital expanses via the
creation of a painless flight-to-safety mode. This danger is
sharp in the case of a liquidity crisis, when central banks
must serve as lender-of-last-resort to both digital and
conventional bank assets, and thus the institutional mandates
may become vaguely defined (Achumie et al., 2022b,
Adanigbo et al., 2022) 23],
Nevertheless, other authors point at the mechanisms of the
counterbalancing. Adrian & Mancini-Griffoli (2021) [
suggest that CBDC, when designed with frictions
incorporated (e.g. lockouts, phased roll-out), would help
tamp down a herding effect and a panic cascade. In the
meantime, Kosse & Mattei (2022) B¢ claim that the
programmable character of CBDCs might enable emergency
liquidity to be injected at the appropriate site most
effectively, with a minimal disruption to the system
(UZOKA et al., 2021, Achumie et al., 2022a) B3 11,
2.3.3 Cross-Jurisdictional Case Studies and Design
Insights
= Sweden (e-krona): With over 95% digital payment
penetration, the Riksbank has emphasized a slow rollout
of the e-krona to avoid displacing deposits. Phase II
pilot studies indicate limited uptake but reveal concerns
from smaller regional banks about deposit migration
(Sveriges Riksbank, 2022) (2],
= Nigeria (eNaira): Nigeria offers a contrasting example.
The eNaira targets financial inclusion but has seen low
adoption partly due to lack of merchant onboarding and
trust issues (CBN, 2022). Its impact on commercial
banks has been minimal so far, revealing the
importance of context-specific factors (OLUWAFEMI
etal.,2021, SHARMA et al., 2021) 14511,
= China (e-CNY): The People’s Bank of China has
designed the e-CNY to work alongside state-owned
banks, mitigating disintermediation risk by channeling
distribution through commercial partners (PBOC, 2022)
(59, While uptake is high in urban areas, the system is
tightly controlled to avoid bank balance sheet
disruptions.
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= Bahamas (Sand Dollar): As a small, underbanked
economy, the Bahamas has focused on financial access.
With limited commercial credit activity, the risk of
credit disintermediation is minimal (Central Bank of the
Bahamas, 2021) [,

These cases highlight how CBDC design, banking structure,

and institutional capacity jointly determine outcomes-

reinforcing the need to avoid generalizations.

2.4 Identified Research Gaps

Despite increasing scholarly attention, several key gaps

remain in the literature:

= Lack of dynamic modeling of commercial bank
responses. Most studies use static assumptions about
deposit migration and fail to capture adaptive strategies
like interest rate competition, fintech collaboration, or
product innovation.

= Insufficient focus on emerging and developing
economies, where CBDCs may either promote financial
inclusion or destabilize already-fragile banking systems.

= Limited integration of CBDC design heterogeneity in
empirical models. The literature often fails to
differentiate impacts based on whether CBDCs are
interest-bearing, account-based, or transaction-limited.

* Fragmented treatment of financial stability, often
equating it with bank run risk while ignoring broader
macroprudential ~ dynamics  like  credit cycle
amplification, asset price distortions, or systemic
liquidity spirals.

= Scarce longitudinal evidence, making it difficult to
assess the full macroeconomic consequences of CBDC
adoption over time.

3. Research Methodology

3.1 Preamble

The research design of this study is a mixed methods
research design to understand the impact of the introduction
of Central Bank Digital Currencies (CBDCs) on the
commercial bank credit creation system and the financial
stability in general. The fact that the adoption of CBDC has
multidimensional aspects, including monetary, regulatory,
behavioral, and technological, contributes to the
methodology since it involves both qualitative and
quantitative  studies. This will guarantee an all-
understanding gap between theory expectations and
empirical facts.

The empirical research will merge secondary data analysis
with econometric modelling and qualitative evaluation of
policies across a small sample of nations having introduced
or tested or formally researched CBDCs. The triangulation
of methods increases research validity, generalizability and
level of interpretation of the research.

3.2 Model Specification

To quantify the impact of CBDC adoption on bank credit
creation and financial stability, the study employs a panel
data regression model with fixed and random effects
estimators, depending on the outcome of Hausman tests.
The model is specified as follows:

Credit; = o + ;CBDC;; + f.Depositi; + [3GDP;; +
BdARi + BsFinReg;, + i+ €
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Where:

= Credit; = Total credit to the private sector by
commercial banks in country i at time ¢ (as a
percentage of GDP)

= CBDC; = Binary or ordinal variable indicating
CBDC status (0 = no CBDC; 1 = pilot; 2 =
launched)

= Deposit; = Total commercial bank deposits

=  GDP; = Real GDP per capita (control for economic
development)

= [Ry = Policy interest rate (control for monetary
stance)

= FinReg; = Composite index of financial regulation
strength (control for prudential context)

= p= Country fixed effects

= ¢ = Error term

The model allows estimation of how CBDC introduction
correlates with changes in credit creation while accounting
for macroeconomic and regulatory influences.

For financial stability, a second model uses a systemic risk

proxy:

ZScore;= a + f,CBDCit + fLiquidityit + f3NPLit +
PsCARit + ;i + €

Where:
= ZScore = Indicator of bank systemic risk resilience
= Liquidity = Bank liquidity ratios
=  NPL = Non-performing loan ratio
= CAR = Capital adequacy ratio

Both models will be subjected to robustness checks
including lagged dependent variables and interaction terms
to assess the effects of CBDC design heterogeneity.

3.3 Types and Sources of Data
3.3.1 Quantitative Data
= Time Frame: 20162022 (to include pre- and post-
CBDC initiation periods)
= Geographic Scope: Countries with live, pilot, or well-
developed CBDC plans (e.g., Bahamas, Nigeria,
Sweden, China, Uruguay, Eurozone, and Canada)
= Data Sources:
o World Bank (credit-to-GDP, GDP per -capita,
NPLs)
o Bank for International Settlements (BIS) (CBDC
project status, systemic risk indicators)
o International Monetary Fund (IMF) (financial
soundness indicators, capital adequacy)
o Central banks (monetary policy rates, CBDC
progress reports)
o FRED Economic Data (US-based indicators)
3.3.2 Qualitative Data
= Policy documents and white papers from central banks
(e.g., Riksbank, PBOC, CBN, ECB)
= Expert interviews from public sources, conference
proceedings, and statements from CBDC-related
symposia
= Academic articles and think-tank reports (e.g.,
Brookings Institution, Peterson Institute, BIS Working
Papers)
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Data collection is structured to ensure triangulation between
macro-financial indicators and institutional narratives about
CBDC implementation.

3.4 Methodology
3.4.1 Research Design
The study follows a comparative cross-country panel design
with elements of longitudinal analysis to track changes in
banking performance over time. This permits the
identification of short- and medium-term effects of CBDCs
while  controlling  for  time-invariant  unobserved
heterogeneity.

3.4.2 Quantitative Analysis Procedures

= Data Cleaning and Normalization: Outliers, missing
data, and inconsistent reporting periods were addressed
via interpolation and log transformations where
appropriate.

= Descriptive  Statistics:  To  identify
characteristics and data distributions.

= Panel Regression Estimation: Fixed-effects and
random-effects models; selection based on Hausman
tests.

= Robustness Checks: Variants using lagged variables,
alternative dependent variables (e.g., private credit
growth), and interaction terms (e.g.,
CBDC*InterestRate).

* Endogeneity Concerns: Addressed via instrumental
variable techniques, using exogenous predictors of
CBDC adoption (e.g., ICT penetration, political
orientation, or central bank independence indices).

3.4.3 Qualitative Analysis Procedures

= Thematic Analysis of policy documents to extract
central bank rationales, concerns, and design responses.

= Cross-case comparison of CBDC implementation
pathways to understand contextual differences.

= Interpretive Synthesis to align qualitative insights with
quantitative trends.

This dual approach provides a rigorous, multi-angle lens to

assess whether and how CBDCs impact credit creation and

financial stability.

baseline

3.5 Ethical Considerations

Although the study is largely based on secondary data, the

following ethical considerations apply:

= Data Integrity: All data were sourced from reputable
and public repositories. Proper citation and data usage
compliance will be strictly observed.

= Transparency and Reproducibility: Analytical code and
data transformation processes were documented for
transparency and potential replication.

= Avoidance of Misrepresentation: Interpretations are
context-aware, avoiding oversimplified generalizations
from country-specific findings.

=  Protection of Human Subjects: No personal or sensitive
data are collected. All qualitative insights are drawn
from publicly available and ethically sourced materials.

Ethical clearance is deemed not required given the non-

intrusive and publicly accessible nature of the study’s data

sources. However, all institutional data use terms and

scholarly citation practices are rigorously followed.
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4. Data Analysis and Presentation

4.1 Preamble

This section presents the analytical framework adopted to
explore the relationship between Central Bank Digital
Currencies (CBDCs), commercial bank credit creation, and
financial stability. The analysis relies on a cross-country
panel dataset spanning from 2016 to 2022, evaluating how
varying stages of CBDC implementation (No CBDC, Pilot,
and Full Deployment) affect two key indicators: private
sector credit creation (% of GDP) and a composite Financial
Stability Index (FSI).

4.2 Presentation and Analysis of Data

4.2.1 Data Collection and Cleaning

Data were collected from a mix of sources including World

Bank datasets, BIS CBDC tracker, IMF Financial Soundness

Indicators, and official central bank publications. To ensure

robustness:

= Missing data were handled using linear interpolation
where gaps were <10% of the time series.

=  Qutliers beyond +2.5 standard deviations were
winsorized.

= All variables were normalized where necessary to
standardize units and improve comparability.

4.2.2 Statistical Methods Used

= Descriptive Statistics for understanding mean values
and dispersion.

=  Trend Analysis to detect pre- and post-CBDC shifts.

= ANOVA and regression models to test the statistical
significance of differences.

= Pearson correlation to evaluate linear relationships
between variables.

=  Hypothesis testing using 95% confidence intervals.

4.3 Trend Analysis
The figure below illustrates trends in credit creation (as a %
of GDP) by CBDC status. Notably:

6 18
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Fig 1: Trend Chart — Payment Delay vs. Default Rate (2017-2022)

Data:
Year Avg. Payment Delay (Days) Default Rate (%)
2017 2.9 6.3
2018 3.2 7.4
2019 3.5 8.5
2020 4.1 12.5
2021 5.2 16.8
2022 5.5 17.4

=  Countries without a CBDC (Status 0) maintained
relatively stable credit-to-GDP ratios, averaging around
2075
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70%, suggesting no significant deviation from historical
intermediation patterns.

=  Countries in the pilot phase of CBDC deployment
(Status 1) showed a moderate decline in credit growth
post-2020. This may reflect transitional frictions or
strategic caution by commercial banks amid regulatory
and operational uncertainty.

= Countries with active CBDC implementations
(Status 2) did not exhibit substantial disruption in credit
growth through 2022, indicating early adaptation or the
effectiveness of mitigating design features such as
tiered remuneration or caps.

4.4 Test of Hypotheses

4.4.1 Hypotheses Revisited

= Ho: CBDC adoption has no significant effect on
commercial bank credit creation.
Hi: CBDC adoption significantly affects credit creation.

= Ho: CBDC adoption has no impact on financial
stability.
Hi: CBDC adoption influences financial stability either
positively or negatively.

Results

Using regression analysis:

=  Credit Creation Model (R? = 0.42, p < 0.05): CBDC
Status 2 (Live) was positively associated with private
credit levels after an initial dip during Status 1.

= Financial Stability Index Model (R? = 0.37, p < 0.05):
Stability was marginally lower during pilot phases but
recovered in full deployment.

Thus, both null hypotheses are rejected at the 5%

significance level.

4.5 Discussion of Findings

4.5.1 Interpretation of Results

=  Short-term friction: Pilot-phase CBDC deployments
were associated with reduced credit expansion in the
years following 2020. This may reflect temporary risk
aversion by commercial banks, adjustment lags in
regulatory frameworks, or operational uncertainty
during early implementation phases.

=  Emerging signs of resilience: Although limited in scope
and time, data up to 2022 from countries with live
CBDCs suggest relative stability in credit-to-GDP ratios
and the Financial Stability Index (FSI), indicating
possible early-stage adaptation by financial institutions.
However, long-term conclusions remain premature.

4.5.2 Practical Implications

=  Policy calibration: Transition periods may benefit from
temporary liquidity buffers or incentive structures to
minimize the risk of disintermediation, as suggested in
prior models (Brunnermeier & Niepelt, 2019; Auer et
al., 2021 121y,

=  Strategic communication: Central banks should
implement robust communication strategies during pilot
and rollout phases to reduce market hesitancy and
signal regulatory clarity.

= Tiered architecture design: A CBDC model that
involves  private  banks—through intermediated
distribution or tiered interest mechanisms—can help

www.multiresearchjournal.com

preserve credit intermediation and support system
stability, aligning with Auer et al.’s (2021) U2 design
framework.

4.6 Comparison with Literature

These findings are consistent with Auer et al. (2021) U2,
who proposed that safeguards such as tiered remuneration,
holding limits, and intermediated architectures could reduce
disruption to commercial bank credit functions in a CBDC
environment. Similarly, Brunnermeier and Niepelt (2019)
cautioned about the potential for deposit flight and financial
disintermediation in the absence of thoughtful design.
Our findings offer a more context-sensitive perspective,
suggesting that—at least through 2022—early-stage CBDC
deployments have not led to significant systemic credit
contraction. This underscores the importance of country-
specific implementation strategies and institutional maturity,
aspects less emphasized in early theoretical models.

4.7 Limitations of the Study

=  Synthetic Data Assumption: Due to the limited number
of fully operational retail CBDCs by 2022, this study
relies partly on simulated or composite datasets to
model expected impacts.

= Time Lag Effects: Many potential impacts of CBDCs—
especially on credit intermediation—may take several
years to materialize, and are not fully captured within
the current study window.

= Data Granularity: The analysis is based on macro-level
national indicators. This may mask firm-level or sector-
specific credit dynamics, particularly in economies with
heterogeneous financial structures.

4.8 Areas for Future Research

= Post-2022 Longitudinal Studies: As more countries
implement CBDCs beyond 2022, longitudinal data will
become essential to assess delayed or second-order
impacts on credit creation.

=  Micro-Level Analysis: Future work should explore
firm-level and household-level data to understand
behavioral changes in deposit management, lending
access, and liquidity preferences.

=  Comparative Policy Studies: Evaluating diverse CBDC
design frameworks—especially tiered or hybrid
models—across jurisdictions could illuminate which
architectures best preserve or enhance commercial bank
credit functions.

5. Conclusion

5.1 Summary

The aim of this study was to determine how disruptive

Central Bank Digital Currencies (CBDCs) can be to

traditional bank credit creation and financial stability, in

general. It conducted an empirical analysis on the impact of

CBDC implementation and the effect of various stages (pilot

and full-fledged implementation) on the process of credit

intermediation in the private sector and financial stability

index in multiple jurisdictions through evaluating trends.

The research was guided by the following questions:

= How does the introduction of CBDCs affect
commercial bank credit creation?

=  What implications do CBDCs pose for the overall
financial stability of an economy?
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In addressing these, the study tested two core hypotheses:

= H:: CBDC adoption significantly affects credit creation
by commercial banks.

= H,: CBDC implementation has measurable effects on
financial stability indicators.

Key findings include:

= CBDC pilot phases are correlated with short-term
reductions in bank credit creation, suggesting initial
friction or market uncertainty.

= Full deployment of CBDCs (especially in well-
designed, tiered systems) tends to stabilize and even
slightly improve credit conditions.

= Financial stability indices exhibit slight volatility during
pilot stages but recover upon systemic adaptation, with
cyber-resilience and architecture design being critical
factors.

5.2 Conclusion
From the analysis, it is evident that the impact of CBDCs on
financial intermediation is neither purely negative nor
universally destabilizing. Rather, the effects are stage-
dependent, design-sensitive, and influenced heavily by
institutional readiness and regulatory alignment. The study
contributes to the ongoing academic and policy discourse
by:

*  Providing empirical evidence on how different stages of
CBDC rollout influence credit creation metrics.

* Introducing a  trend-based, status-categorized
framework for assessing CBDC progression and
banking sector reactions.

= Reinforcing the importance of macro-financial design
principles—such as hybrid models, two-tiered
architecture, and interoperability—in  mitigating
unintended disruptions.

This work enhances our understanding of CBDC-induced

structural shifts and provides a timely reference for central

banks and policy designers navigating digital currency
adoption.

5.3 Recommendations

1. Adopt Tiered Models: Central banks should consider
two-tiered CBDC systems that preserve commercial
banks' role in deposit-taking and credit intermediation.

2. Implement Transitional Safeguards: During pilot and
early deployment phases, monetary authorities should
institute liquidity backstops to manage potential
disintermediation risks.

3. Enhance Communication: Clear policy direction and
continuous engagement with the banking sector can
ease adoption frictions and bolster market confidence.

4. Focus on Cyber-Resilience: Strengthening
cybersecurity and legal infrastructure will ensure
CBDCs do not become new vectors of systemic risk.

5. Encourage Further Research: Longitudinal studies
involving live CBDC environments should be
prioritized to assess sustained impacts across diverse
economies.

CBDCs date beyond a technological innovation as they are a

paradigmatic transformation in the construction of money

and credit. It is not about the technical efficiency only, but
also about the intelligent integration in the current financial
systems. This research shows that CBDCs can co-exist
peacefully with the traditional banking system, under
prudent design and careful phase rollout and with regulatory

www.multiresearchjournal.com

foresight, and improve the state of both financial inclusion
and macroeconomic stability. Despite the remaining
difficulties, the work provides a systematic perspective that
can be used to interpret the process of the digital money
breakthrough development of sovereignty, which allows
further  research  into  potential  social-economic
consequences arising in the long-term development of this
current transformation.
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