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Abstract: This paper explores the current state and challenges of integrating the digital currency Libra with traditional banking
systems, as well as providing a prospective outlook on future development directions. The study initially outlines the origins,
technical architecture, and economic model of Libra, and its potential for integration with traditional banking services. It then
analyzes the impact of international and domestic regulatory environments on Libra, along with the application of regulatory
technology in digital currency oversight. The article emphasizes factors such as compliance, technological innovation, market
acceptance, security, and cultural differences, which are crucial in the integration process. Finally, policy recommendations
are proposed, and future research directions are identified based on the limitations of the study, aiming to provide guidance for
financial decision-makers, regulatory authorities, and industry participants.
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1 Introduction integration of digital currencies with traditional banking. Finally,
the eighth section concludes the study and offers recommendations.

1.1 Research Background . .
2 Literature Review

The rapid evolution of digital technologies has paved the way
for the emergence of digital currencies, challenging traditional
banking systems and financial regulations. The introduction of
digital currencies, such as Bitcoin and Ethereum, has sparked a
global conversation about the future of money and its integration
with conventional banking systems.

2.1 Overview of Digital Currencies

Digital currencies are monetary forms based on cryptographic
principles, managed in a decentralized way through distributed
ledger technology. There are various classifications of digital

currencies, including but not limited to Bitcoin, Ethereum, etc., each

1.2 Significance of the Study with its unique technological features and application scenarios.

This study aims to explore the integration of digital currencies Since the birth of Bitcoin, digital currencies have undergone rapid

into the existing financial framework, focusing on the Libra development and evolution, exerting a profound impact on the

Initiative, to understand the potential benefits and challenges that traditional financial system.

arise from this convergence. The findings of this research could

provide valuable insights for policymakers, financial institutions, 2.2.Traditional Banking Business and Challenges

Traditional banks, as the core of the financial system, provide
financial services such as deposits, loans, and payment settlements.
However, under the impact of the digital wave, traditional banks
are facing challenges such as lagging technology updates, single
customer service models, and insufficient innovation in financial
technology. With the rise of digital currencies, traditional banks
need to consider how to integrate emerging technologies to adapt to
changes in the financial market.

and the general public.

1.3 Research Questions and Objectives

The primary research questions addressed in this paper are:

How can digital currencies be effectively integrated with
conventional banking systems?

What are the regulatory challenges and opportunities presented
by the Libra Initiative?

What impact does the Libra Initiative have on the future of

banking and monetary policy? 2.3 Current Status of Integration Between Digital Currencies

and Traditional Banking

1.4 Structure of the Paper At present, the integration of digital currencies with traditional

The paper is structured as follows: After the introduction, the
second section provides a literature review on digital currencies and
the challenges faced by traditional banks. The third section delves
into the origins and features of the Libra Initiative. The fourth

banking is in the exploratory stage. Some banks have begun to try
to improve transaction efficiency through blockchain technology
or participate in the digital currency market by issuing stablecoins.

However, this integration process also faces issues such as technical
section discusses the challenges of integrating digital currencies

with traditional banking. The fifth section presents case studies

compatibility, regulatory policy uncertainty, and market acceptance.

of the Libra Initiative’s integration with traditional banks. The 2.4 History and Development of the Libra Initiative

sixth section analyzes the adaptability of policy and regulatory
frameworks. The seventh section provides a future outlook for the

Libra is a digital currency project initiated by Facebook,
aiming to establish a global digital currency and financial
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infrastructure. Since its announcement in 2019, the Libra project
has undergone several adjustments, including a name change to
Diem and ongoing communication with regulatory authorities.
The development of Libra is not only related to the future of
digital currencies but also poses new challenges to global financial
regulatory policies.

3 Libra Initiative: Origins and Characteristics

3.1 Background of the Libra Initiative

The background of the Libra Initiative is multifaceted,
reflecting a deep insight into the current global financial system and
forward-thinking about the future trends of financial technology.

Global Financial Inclusion Issues: One of the original
intentions of Libra was to address the issue of global financial
inclusion. According to data from the World Bank, billions of
people worldwide do not have access to traditional banking services,
which limits their economic opportunities and quality of life. Libra
aims to provide a low-cost, high-efficiency digital currency solution
to make it easier for these individuals to participate in the global
economy.

Challenges of Cross-Border Payments: Traditional cross-
border payment methods often have high costs, slow speeds, and
low transparency. The Libra project hopes to simplify this process
through its digital currency, achieving fast and low-cost cross-
border transfers, thereby promoting international trade and capital
flows.

Rise of the Digital Economy:With the widespread adoption
of the internet and mobile devices, the digital economy is growing
rapidly. The Libra project recognizes that digital currency can serve
as the infrastructure of the digital economy, providing users with
more convenient online payment and financial services.

Need for Technological Innovation: Blockchain technology,
with its decentralized, transparent, and secure characteristics, has
brought revolutionary changes to the financial sector. The Libra
project is based on such technological innovation, attempting to
build a new type of financial ecosystem to meet the needs of the
digital age.

Adaptation to the Regulatory Environment: As digital
currencies emerge, global regulatory bodies are also intensifying
their oversight of this new field. Libra considered regulatory
compliance from the outset, striving to find a balance between
innovation and compliance.

Facebook’s Business Strategy: As the world’s largest social
media platform, Facebook has a vast user base and rich data
resources. By launching Libra, Facebook can not only further
expand its influence in the global financial market but also explore
new business models and revenue sources.

In summary, the background of the Libra Initiative is complex
and diverse. It not only focuses on solving financial problems in
the real world but also reflects a deep understanding and strategic
layout for the future development of the digital economy.

3.2 Technical Architecture of Libra

The technical architecture of Libra is one of its core features,
designed to ensure the security, scalability, and efficiency of the
digital currency. Here are several key aspects of Libra’s technical
architecture:

Libra is based on blockchain technology, using a distributed
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ledger to record all transactions. This distributed ledger ensures the
immutability and transparency of data, allowing multiple parties to
verify and store transaction information without a central authority.

The Libra blockchain is specifically designed for Libra,
adopting a consensus algorithm called “LibraBFT,” which is
a Byzantine Fault Tolerance (BFT) consensus mechanism. It
can achieve consensus among multiple nodes in the network,
maintaining system stability even if some nodes fail or act
maliciously.

To write smart contracts and implement complex transaction
logic, Libra has developed a new programming language called
“Move.” The Move language aims to provide higher security and
flexibility while simplifying the development process to ensure the
reliability and execution efficiency of smart contracts.

Libra’s technical architecture adopts the principle of modular
design, meaning different components can be independently
upgraded and replaced without affecting the operation of the
entire system. This design allows Libra to more easily adapt to
technological developments and market demand changes in the
future.

Designed to handle a large number of transactions and users,
Libra’s technical architecture is highly scalable. By optimizing data
storage and transaction processing processes, Libra aims to support
thousands of transactions per second, meeting the transaction needs
of global users.

Although the Libra blockchain is public and transparent, it
also provides a certain level of privacy protection measures. Users
can choose to hide their transaction details, proving the validity of
transactions to the network without exposing specific information.

Security is a top priority in Libra’s technical architecture.
In addition to using advanced encryption technology to protect
user data, Libra has also designed multiple layers of security
measures, including node identity verification, transaction signature
verification, and regular security audits.

Libra’s technical architecture is open, and anyone can
participate in the maintenance and development of the Libra
network. This openness encourages global developers and
community members to contribute together, promoting innovation
and growth in the Libra ecosystem.

Considering regulatory compliance, Libra’s technical
architecture has designed mechanisms for cooperation with
regulatory bodies. This includes the integration of transaction
monitoring, Anti-Money Laundering (AML), and Counter-
Terrorism Financing (CFT) measures, as well as data sharing
capabilities with regulatory agencies.

Through these design principles and technical features,
Libra’s technical architecture aims to establish a secure, reliable,
and efficient digital currency system that serves global users while
meeting regulatory requirements and market expectations.

3.3 Economic Model and Governance Structure of Libra

Libra’s economic model and governance structure are key
factors in the success of its project, together ensuring the stability,
reliability, and independence of the currency.

Economic Model

Libra’s economic model is based on a basket of legal
currencies and short-term government bonds, forming a reserve
asset. This asset portfolio is designed to provide stability for Libra,
reducing price fluctuations and making it a low-volatility global
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digital currency.

Libra aims to be a stable global currency, so its value is pegged
to the value of the reserve assets. Users can expect the value of
Libra to remain relatively stable, which is a significant advantage
compared to traditional cryptocurrencies.

Libra’s monetary policy will be formulated by the Libra
Association, which will be responsible for managing the reserve
assets and ensuring the balance between the supply and demand
of Libra. Libra’s monetary policy will follow principles of
transparency and predictability to maintain the stability of the
currency.

To encourage user and node participation in the Libra network,
Libra has designed a set of incentive mechanisms. This includes
providing transaction fees and potential rewards for nodes to ensure
the security and activity of the network.

Governance Structure

The Libra Association is the governing body of the Libra
project, composed of multiple members, including businesses,
non-profit organizations, multilateral organizations, and academic
institutions. The members of the association will jointly determine
the policies and development direction of Libra.

The members of the Libra Association come from different
fields and regions, and this diversity helps to ensure the global and
inclusive nature of Libra. Association members will participate in
the decision-making process together, reflecting a wide range of
interests and viewpoints.

The decision-making process of the Libra Association will
follow democratic and transparent principles. Major decisions
require the agreement of the majority of members to ensure the
rationality and representativeness of the decisions.

The Libra Association will work closely with global regulatory
bodies to ensure that the operation of Libra complies with the
laws and regulations of various countries. The association will
establish corresponding compliance mechanisms, including Anti-
Money Laundering (AML) and Counter-Terrorism Financing (CFT)
measures.

To maintain the independence and neutrality of Libra, the
Libra Association separates technological development and policy
formulation. The technical team is responsible for the development
and maintenance of the Libra blockchain, while the policy team
focuses on formulating and implementing rules for the currency and
network.

The Libra Association encourages community participation
and feedback to ensure that the Libra project can meet the needs
and expectations of users. Community members can participate
in discussions and make suggestions through various channels,
influencing the development of Libra.

Through these economic models and governance structures,
Libra aims to be a stable, reliable, and independent global
digital currency, while ensuring its operation complies with
global regulatory standards and meets the needs of users and the
community.

3.4 Differences Between Libra and Traditional Currencies

Libra and traditional currencies have significant differences in
many aspects, which are not only reflected in the technical level but
also involve usage scenarios, regulatory environments, and value
stability, among others. Below is a comparative analysis of Libra
and traditional currencies:
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Technical Basis

Libra: Based on blockchain technology, using a distributed
ledger to ensure the transparency and immutability of transactions.

Traditional Currency: Typically issued by the national central
bank, relying on a centralized financial system.

Issuance Mechanism

Libra: Managed by the Libra Association, its value is pegged
to a basket of legal currencies and short-term government bonds.

Traditional Currency: The issuance volume is controlled by
the national central bank and is influenced by monetary policy and
economic conditions.

Value Stability

Libra: Aims to provide value stability by being supported by
reserve assets, reducing price fluctuations.

Traditional Currency: The value may fluctuate due to factors
such as market supply and demand, monetary policy, and economic
conditions.

Scope of Use

Libra: Designed as a global digital currency, facilitating cross-
border payments and international transactions.

Traditional Currency: Mainly circulated within the issuing
country, cross-border payments may involve currency exchange and
transaction fees.

Transaction Speed

Libra: Aims to achieve fast transaction processing to meet the
demands of the digital economy.

Traditional Currency: Transaction speed may be affected by
factors such as bank working hours and clearing system constraints.

Regulatory Environment

Libra: Faces review by global regulatory bodies and must meet
compliance requirements of different countries.

Traditional Currency: Regulated by the central banks and
financial regulatory bodies of each country, with a mature regulatory
framework.

Privacy Protection

Libra: Although transaction records are public, it provides a
certain level of privacy protection measures.

Traditional Currency: Bank transactions may be subject to
regulatory requirements to record and report user information.

To more intuitively display the differences between Libra and
traditional currencies, here is a simple table example:

Feature Libra Traditional Currency
. . Distributed ledger . .
Technical Basis technology (blockchain) Centralized financial system
I Managed by Libra Controlled by national central
ssuance .2 .
- Association, supported | banks, influenced by monetary
Mechanism

by reserve assets policy

Low volatility, pegged
to reserve assets

May fluctuate due to economic

Value Stability conditions and policies

Global digital currency, | Mainly circulated within the
Scope of Use convenient for cross- issuing country, cross-border
border payments requires currency exchange
Transaction | Efficient, adapted to the May be limited by ban}(
. working hours and clearing
Speed digital economy
system
Regulatory Glpbal re gulqtory Mature regulatory framework,
; review, compliance regulated by central banks and
Environment . . .
requirements financial regulatory bodies
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Feature Libra Traditional Currency
. . . May need t mply with

. Provides certain privacy y need to co nply W
Privacy . . regulatory requirements,

- protection, public .
Protection . record user transaction
transaction records K .
information

4 Challenges of Integrating Digital
Currencies with Traditional Banking

4.1 Technical Integration Challenges

Integrating digital currencies into the existing traditional
banking infrastructure presents several technical challenges:

Compeatibility: Traditional banking systems are built on legacy
technology that may not be compatible with the decentralized and
innovative nature of digital currencies.

Scalability: Digital currencies like Bitcoin and Ethereum have
faced scalability issues, which could affect their integration into
systems that handle a high volume of transactions.

Interoperability: Ensuring that digital currencies can interact
seamlessly with various banking services and financial products
requires a robust technical framework.

4.2 Legal and Regulatory Challenges

The legal and regulatory environment poses significant hurdles
to integration:

Regulatory Uncertainty: The regulatory landscape for digital
currencies is still evolving, with many jurisdictions yet to establish
clear guidelines.

Compliance: Banks must comply with Anti-Money Laundering
(AML) and Know Your Customer (KYC) regulations, which can
be challenging when dealing with the anonymous nature of some
digital currencies.

Cross-Border Regulations: Different countries have different
regulations for digital currencies, which can complicate cross-
border transactions and operations.

4.3 Market Acceptance and Trust Issues

Gaining market acceptance and building user trust are crucial
for the integration of digital currencies:

Consumer Awareness: Many consumers are still unfamiliar
with digital currencies and may be hesitant to adopt them for
banking purposes.

Trust in Technology: The relatively new technology behind
digital currencies can lead to skepticism and a lack of trust in its
security and reliability.

Market Volatility: The volatile nature of digital currencies can
deter users and institutions from widespread adoption.

4.4 Security and Privacy Concerns

Security and privacy are paramount in the financial sector, and
these concerns are heightened with digital currencies:

Cybersecurity Threats: The digital nature of cryptocurrencies
makes them susceptible to hacking and other cybersecurity threats.

Privacy Protection: While some users appreciate the anonymity
that certain digital currencies offer, others are concerned about the
potential for illicit activities.

Data Security: Ensuring the security of customer data when
integrating with digital currency platforms is a significant challenge
for banks.

16

5 Libra Initiative: Case Study of Integration
with Traditional Banking

5.1 Libra’s Cooperation Models with Traditional Banks

The cooperation models between Libra and traditional
banks are multi-dimensional, aiming to achieve complementary
advantages and resource sharing. Here are some possible
cooperation models:

Strategic Alliances. Libra can establish strategic alliances with
traditional banks to jointly develop new financial products and
services. This cooperation model allows both parties to leverage
their respective brand influence and customer base to expand
market coverage.

Technology Platform Sharing. Libra’s technology platform
can be opened to traditional banks, enabling them to use Libra’s
blockchain technology to optimize financial services such as
transaction processing and clearing and settlement. This can not
only reduce operational costs but also improve transaction speed
and security.

Joint Issuance of Financial Products. Libra and traditional
banks can jointly issue new types of financial products, such as
deposit products, loan products, or investment products based
on Libra’s stablecoins. These products can combine the credit
capabilities of traditional banks with the characteristics of Libra’s
digital currency, providing customers with innovative financial
solutions.

Cross-Border Payment Solutions. Libra can provide traditional
banks with cross-border payment solutions, using its global digital
currency advantages to simplify the cross-border remittance
process, reduce transaction costs, and improve capital mobility.

Smart Contract Applications. Libra’s smart contract
technology can be applied by traditional banks to automate financial
transactions, such as automatically executed loan agreements
and insurance payouts. This will improve the efficiency and
transparency of financial services.

Risk Management and Compliance. Libra can cooperate
with traditional banks to jointly develop risk management tools
and compliance solutions. Using blockchain technology can more
effectively monitor transactions and prevent illegal activities such
as fraud and money laundering.

Education and Knowledge Sharing. Libra and traditional banks
can jointly invest in education and training programs to enhance
the understanding and application ability of both parties’ employees
on blockchain technology and digital currency. At the same time,
through knowledge sharing, promote innovation and development
of the entire financial industry.

Customer Experience Innovation. Libra can assist traditional
banks in innovating customer experience, such as integrating Libra
wallet functions to provide a more convenient and intuitive user
experience.

Research and Development Cooperation. Libra and traditional
banks can cooperate in the field of research and development,
jointly exploring new applications of blockchain technology in
the financial industry, and promoting the progress of financial
technology.

Through these cooperation models, Libra and traditional
banks can achieve mutual benefits and win-win results, promote
innovation and progress in financial services, and provide users
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with more diversified and efficient financial products and services.

5.2 Case Study: Libra’s Integration Practices in Different
Countries

Integration Practices in Developed Countries: In some
developed countries, such as the United States or some European
countries, Libra may cooperate with local banks and financial
institutions to use its technology to improve the efficiency and
accessibility of financial services. For example, by cooperating
with mobile payment providers, Libra can be integrated into the
existing payment ecosystem to provide faster cross-border payment
solutions.

Integration Practices in Developing Countries: In developing
countries with lower financial service penetration rates, Libra can
cooperate with traditional banks to improve financial inclusiveness
through digital currency, enabling unbanked populations to access
and use financial products. For example, in some African countries,
Libra can cooperate with local banks to use technologies such as
mobile wallets to promote the development of digital payment and
savings products.

Integration Practices in Countries with Strict Regulation: In
countries with stricter regulation, Libra’s integration practices may
face more challenges. For example, China’s regulatory attitude
towards digital currency is more cautious. The promotion of Libra
in China may require in-depth communication with regulatory
agencies and ensure that its operations comply with Chinese laws
and regulations. In addition, Libra may need to demonstrate how it
can help enhance financial stability and security, as well as protect
consumer rights and interests.

Challenges of Libra’s Cooperation with Traditional Banks:
Although Libra’s cooperation with traditional banks shows
potential in some areas, there are also some challenges. For
example, Libra needs to address compatibility issues with the
existing financial system, while also overcoming regulatory barriers
and market acceptance issues. In some cases, Libra may need to
adjust its technology and business model to adapt to the regulatory
requirements of specific countries.

Libra’s Adaptability and Flexibility: The Libra project has
shown its adaptability and flexibility in integration practices
in different countries. For example, the Libra Association has
expressed its willingness to cooperate with global regulatory
agencies and central banks, and adjust its currency structure
according to feedback to support a broader range of domestic use
cases, and provide a clear path for the integration of future central
bank digital currencies (CBDCs).

Through these cases, we can see the diversity and complexity
of Libra’s integration practices in different countries. The specific
situation of each country requires in-depth cooperation and
coordination between Libra and traditional banks to ensure the
success and sustainable development of integration.

5.3 Success Factors and Lessons Learned in the Integration
Process

There are various success factors and potential lessons learned
in the process of integrating digital currencies such as Libra
with traditional banks. These experiences can provide valuable
references for similar integrations in the future.

Success Factors

Compliance and Regulatory Cooperation: Cases of successful
integration often demonstrate close cooperation with local
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regulatory agencies. For example, in developed countries, Libra
works with regulatory agencies to ensure its operations comply with
Anti-Money Laundering (AML) and Counter-Terrorism Financing
(CTF) regulations, thus obtaining a foundation for legal operations.

Technological Innovation and Adaptability: In developing
countries, Libra helps traditional banks expand their service range
through technological innovation, such as improving transaction
efficiency and reducing costs through blockchain technology,
increasing the accessibility of financial services for unbanked
populations.

User Education and Market Cultivation: In successful
integration cases, both Libra and traditional banks focus on
user education, raising awareness and trust in digital currencies
through publicity and training, laying a solid foundation for market
cultivation.

Open Cooperation Attitude: Successful integration is often
accompanied by an open cooperative attitude, with Libra and
traditional banks sharing resources, technology, and market
information to form a mutually beneficial and win-win cooperation
relationship.

Flexible Business Models: In countries with strict regulation or
complex market environments, Libra has shown the ability to adjust
its business model flexibly to adapt to the regulatory requirements
and market demands of different countries.

Lessons Learned

Ignoring Regulatory Requirements: Some integration attempts
have failed due to ignoring local regulatory requirements. For
example, some projects have been forced to stop due to violations
because they were promoted without regulatory approval.

Insufficient Technological Integration: Insufficient
technological integration is also one of the reasons for the failure
of integration. A lack of in-depth understanding and compatibility
considerations for the existing banking system may lead to
technology docking failure.

Low Market Acceptance: In some cases, due to the ineffective
education of the market and the failure to enhance user trust, the
promotion of Libra has been met with a cold reception, resulting
in low user acceptance and an inability to achieve effective market
penetration.

Lack of Transparency: There is a lack of transparency in
the integration process, which has failed to clearly communicate
the value and operational model of Libra to users and regulatory
agencies, leading to misunderstandings and distrust, and hindering
the integration process.

Security Issues: Security issues are an important consideration
in the field of digital currencies. In some cases, due to insufficient
security measures, Libra and its partners have faced the risk of
hacking attacks and asset loss, seriously damaging the project’s
reputation.

Cultural and Value Differences: In cross-national integration,
differences in culture and values can become obstacles. Failing
to fully understand and respect the local culture may lead to
integration strategies that do not match the needs and expectations
of the local market.

By analyzing these success factors and lessons learned, Libra
and traditional banks can better avoid risks and improve the success
rate of integration in future integration practices.
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6 Policy and Regulatory Framework
Adaptability Analysis

6.1 Impact of International Regulatory Environment on Libra

The international regulatory environment plays a crucial role
in shaping the development and adoption of Libra. As a global
digital currency, Libra must navigate the diverse and often stringent
regulatory landscapes of different jurisdictions. This includes
compliance with anti-money laundering (AML) regulations,
data protection laws, and monetary policies. The scrutiny from
international financial institutions like the International Monetary
Fund (IMF) and regulatory bodies such as the U.S. Securities and
Exchange Commission (SEC) can significantly influence Libra’s
strategic direction and operational parameters.

6.2 Impact of Domestic Policies on Digital Currency Integration

Domestic policies significantly affect how digital currencies
like Libra can be integrated into traditional banking systems.
Policies may dictate the legal status of digital currencies, the
requirements for banks to engage with them, and the consumer
protection measures that must be in place. For instance, some
countries may encourage innovation by creating regulatory
sandboxes, while others may impose restrictions to safeguard their
financial systems. Understanding and aligning with these policies
is essential for successful integration and for fostering trust among
consumers and regulators.

6.3 Application of Regulatory Technology in Digital Currency
Regulation

Regulatory technology (RegTech) is increasingly being
utilized to manage the complexities of regulating digital currencies.
RegTech solutions can enhance the monitoring and surveillance of
digital currency transactions, ensuring compliance with financial
regulations and preventing illicit activities. They can also streamline
the regulatory reporting process for banks and digital currency
issuers, improving efficiency and accuracy. Furthermore, RegTech
can facilitate real-time monitoring and risk assessment, allowing
for proactive regulatory responses to emerging trends and potential
threats in the digital currency space.

In conclusion, the adaptability of Libra to the existing policy
and regulatory frameworks is a critical factor in its integration with
traditional banking. It requires a deep understanding of international
and domestic regulations, as well as the innovative application
of RegTech to meet the evolving challenges in digital currency
regulation. By doing so, Libra and other digital currencies can work
towards a more harmonious and compliant coexistence with the
traditional financial ecosystem.

7 Future Outlook on the Integration of
Digital Currencies and Traditional Banking

7.1 Technological Development Trends

The future integration of digital currencies like Libra with
traditional banking will be significantly influenced by technological
advancements. Innovations in blockchain technology, enhanced
security protocols, and improved scalability solutions are expected
to address current limitations and foster deeper collaboration. The
adoption of artificial intelligence and machine learning can further
optimize risk management and fraud detection systems, while the
Internet of Things (IoT) may enable new payment methods and
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financial services.

7.2 Anticipated Changes in Policy and Regulation

As the financial landscape evolves, so too will the policies
and regulations governing it. There is an expectation for a more
cohesive global regulatory framework that accommodates digital
currencies. This includes clearer guidelines on the legal status
of digital assets, standardized KYC/AML procedures, and the
development of digital currency-specific regulations. Additionally,
we may see more proactive regulatory approaches that balance
innovation with risk mitigation.

7.3 Transformation Strategies of Traditional Banks

To stay relevant in a digital currency-influenced market,
traditional banks are expected to undergo strategic transformations.
This could involve the development of new digital banking
services, the creation of digital currency wallets, and the integration
of blockchain-based payment systems. Furthermore, banks may
explore partnerships with fintech companies and digital currency
platforms to offer innovative financial products and services that
cater to the evolving needs of consumers.

7.4 Potential Impact and Development Direction of the Libra
Initiative

The Libra initiative is poised to have a profound impact on
the future of banking and finance. With its potential for global
acceptance, Libra could facilitate cheaper and faster cross-border
transactions, increase financial inclusion, and introduce new
financial instruments. Its development direction will likely focus
on enhancing regulatory compliance, strengthening user trust, and
expanding its utility in various financial domains. The initiative may
also drive the adoption of digital currencies by central banks and
contribute to the creation of a more interconnected global financial
ecosystem.

In summary, the integration of digital currencies with
traditional banking holds the promise of a more innovative,
efficient, and inclusive financial system. However, realizing this
vision requires ongoing technological innovation, adaptive policy
frameworks, strategic transformation from banks, and responsible
development of initiatives like Libra.

8 Conclusion and Recommendations

8.1 Research Summary

The research has explored the integration of digital currencies
like Libra with traditional banking systems, examining the
technological, regulatory, and strategic aspects of this convergence.
It has highlighted the potential benefits, such as increased efficiency
and financial inclusion, as well as the challenges, including
regulatory compliance and technological integration. The study has
also reviewed the impact of Libra’s initiative on the global financial
landscape and the responses from traditional banks and regulatory
bodies.

8.2 Policy Recommendations

Based on the research findings, several policy
recommendations can be made to foster a healthy integration of
digital currencies with traditional banking:

Develop a clear and unified regulatory framework that
addresses the unique aspects of digital currencies while ensuring
consumer protection and financial stability.
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Encourage collaboration between traditional banks, digital
currency issuers, and regulatory bodies to explore innovative
solutions and best practices.

Invest in financial literacy programs to educate consumers
about digital currencies and their potential risks and benefits.

Support research and development in blockchain and other
relevant technologies to improve the security and efficiency of
digital currency transactions.

Establish international cooperation to align regulatory
approaches and facilitate the cross-border use of digital currencies.

8.3 Limitations of the Study and Future Research Directions

While this research has provided valuable insights into the
integration of digital currencies with traditional banking, it has
some limitations that suggest directions for future research:

The rapidly evolving nature of digital currencies and regulatory
landscapes may require ongoing updates to the research findings.

The study could benefit from more in-depth case studies of
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