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The Evolution of Digital Finance from a Monetary Hierarchy Perspective
WU Wenbin DAI Yue
(Financial Research Institute, People's Bank of China)
Abstract This paper applies monetary hierarchy theory to examine how digital finance reshapes the financial
system.Through the analysis of developments and trends,it traces three waves of digital finance evolution:
computerization (1970s-1980s),internet finance (1990s-2012),and intelligent finance(2013-present).The results show
how digital technology transforms the financial system structure.The impact is described at the central bank level,
where digital currencies (CBDCs) and Al change monetary policy operations.The mBridge project demonstrates
this change-the People's Bank of China works with central banks to use blockchain for cross-border payments
while maintaining currency control.Commercial banks move beyond online services to open banking and platform
models. In shadow banking,computer trading changes market operations and trade execution. Challenges have
been identified in three distinct areas:technology security,regulation coordination, and system stability. The study's
framework combines technology and legal solutions,technical standards,monitoring systems,innovation regulations,
and data protection rules.Success requires balance between innovation and safety,efficiency and security,as well as
development and oversight.
Keywords Digital Finance, Monetary Hierarchy, Central Bank Digital Currency, Financial Innovation
JEL Classification E42 ES8 G21
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